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State's Attorney's Office;
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Appearing on behalf of the
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MR. LAWRENCE A. GOLLOMP,
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for U S. Department of Energy,;
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W t nesses:

BRI AN JANOUS

M CHAEL GORMAN

RONALD LI NKENBACK

ALLAN FERNANDES &

LAVWRENCE ALONGI &

PAUL R. CRUMRI NE

Re- Re- By
Direct Cross direct cross Exam ner
1941 1942
1960 1963
1990 2046
2051
2062 2064 2081
PETER Mc CAULEY
2086 2095
2101 2111
TI MVMOTHY Mcl NERNEY
2119 2132 2138 2151
2154
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Number For Identification I n Evidence
|1 EC

#4.0 1942

#3.0 & 7.0 1962
STAFF CROSS

#9 1990
COMED

#21 2038
|1 EC

#1 2054 2061

#9.0,9.1,9.2,& 21.0 2083
COMED

#28, 44 2114
CES

#1-12 2118
CTA

#2 2119 2130
COMED

#9.0,9.1,9.2,9.3,23.0 2168

23.1,23.2,23.3,40. 040. 2 2168
AG

#8 2209

#9 2213
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JUDGE DOLAN: Al'l right. Good nor ni ng.

By the power and authority of the
I'1l1inois Conmerce Comm ssion, | call Docket
No. 05-0597, Comonweal th Edi son Company, proposed
general increase in electric rates, general
restructuring of rates, pricing, unbundling of
bundl ed service rates and revisions of other terms
and conditions of service to order.

Woul d the parties please identify
t hemsel ves for the record

MS. POLEK- O BRI EN: Anastasia Pol ek-O Brien
Ri chard Bernet for Commonweal th Edi son Conpany.
Also E. G enn Rippie with the law firm of Foley and
Lardner.

MR. FOSCO: Appearing on --

MS. POLEK-O BRI EN: -- of Commonweal th Edi son
Conmpany, and John Rooney, law firm of Sonnenschei n,
Nat h and Rosent hal .

MR. FOSCO: Appearing on behalf of Staff of the
I'l'l'inois Conmerce Comm ssion, Carmen Fosco, John
Feel ey, Sean Brady, and Carla Scarsella, 160 North

LaSalle Street, Suite C-800, Chicago, Illinois
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60601.

MR. REDDI CK: Appearing for the Illinois
| ndustrial Energy Consumers, Eric Robertson and
Ryan Robert son of the Lueders, Robertson and
Konzen, and Conrad R. Reddick.

MR. GARG. On behalf of the People of the State
of Illinois, Rishi Garg and Mark Kam nski of the
Office of the Attorney General, 100 West Randol ph,
Fl oor 11, Chicago, Illinois 60601.

MS. PUSEMP: On behalf of the Building Owners
and Manager's Associ ation of the Chicago, Christina
Pusenp (phonetic), Patrick G ordano and Paul Neil an
of G ordano and Neilan, 360 North M chigan Avenue,
Chicago, Illinois 60601.

MR. GOLDENBERG: On behalf of the Cook County
State's Attorney's Office, Allan Gol denberg,

Assi stant State's Attorney, 69 West Washi ngton,
Suite 3130, Chicago, Illinois, 60602.

MR. GOLLOMP: Appearing on behalf of the United
St at es Department of Energy, Lawrence A. Goll onp,
1000 I ndependence Avenue, Sout hwest, Washi ngton,

D. C. 20585.
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Thank you.

MR. BORDERS: On of behalf of the Coalition of
Energy Suppliers WIIliam Borders and Chri stopher
Townsend, DLA Piper, Rudnick, Gray, Cary, 203 North
LaSall e, Chicago, Illinois 60601.

MR. NI CKERSON: On behal f appearing on Citizens
Utility Board, Melville Nickerson, Julie Soderna
and Robert Kelter 208 South LaSalle Street. 1760
Is the suite. Chicago, Illinois 60603.

JUDGE DOLAN: All right. Let the reflect there
are no another appearances.

M. Reddick, | think you're up.

MR. REDDI CK: Good nmorning, your Honors. Il EC
calls M. Brian Janous.

JUDGE DOLAN: M. Janous, would you please raise
your right hand.

(Wtness sworn.)

JUDGE DOLAN: All right.

Proceed, Counsel.
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BRI AN JANOUS,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

DI RECT EXAM NATI ON

BY

MR. REDDI CK:

Q M. Janous, did you prepare in this docket
a single exhibit captioned Direct Testinony of
Brian A. Janous and | abeled Il EC Exhibit 4.07

A Yes, | did.

MR. REDDI CK:  Your Honor, that exhibit has been
filed on the Comm ssion's eDocket system It was
filed the 23rd of December, 2005, and the docket
number was 65372.

BY MR. REDDI CK:

Q M. Janous, is that exhibit the testi mony
you i ntend to adopt as your sworn testimony here
t oday?

A Yes, it is.

MR. REDDI CK:  Your Honors, | nmove the adm ssion
of I'I EC Exhibit 4.0.

JUDGE DOLAN: Any objections.
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MR. RI PPI E: None.
JUDGE DOLAN: Al right. | 1 EC Exhibit 4.0 wil
be admtted into the record.
(Wher eupon, |IEC
Exhi bit No. 4.0 was
admtted into evidence as
of this date.)
MR. REDDI CK: The witness is avail able for
Cross-exam nati on.

CROSS- EXAM NATI ON

BY
MR. RI PPI E:
Q Good morning, M. Janous. My name is Gl enn

Ri ppie, and | am one of the attorneys for ComEd and
"1l be asking you, | hope, about 20 m nutes of
guestions this morning.

My first question may be ny easiest.
Al'l other things being equal, would you agree that
as a conpany's risk increases, the cost of capital
that the market requires for that conpany al so
i ncreases?

A Al'l things being equal, yes.
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Q Now, you testify on Lines 22 through 23 of
your testinony that a business profile score is a
ranki ng assi gned which S&P as a means of
gquanti fying business or operating risk.

You see that?

A Yes.

Q And on the following lines, that S&P in
devel opi ng that score considers qualitative
busi ness or operating risk characteristics, right?

A That's correct.

Q And those considerations would include the

situations and circunstances in the markets in

which the utility sells its services?

A | would include those, yes.

Q The conditions in the markets in which the
utility buys the products and services that it
uses?

A Yes, | would include that.

Q The quality and costliness and efficiency
of the utility's operations?

A Yes, | would include that as well .

Q And the regulatory regime in which the
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utility functions?

A Correct.

Q And companies with conparabl e scores are
li kely to be nore conmparabl e than others on those
criteria in the view of S&P, right?

Let me ask the question a different way.

A Okay.

Q If | took a set of utilities with the same
busi ness profile score, the reason presumably S&P
assigns the same score i s because it regards those
conmpani es as being simlar when eval uated under the
totality of those criteria?

A Under the totality, yes.

Q Now, woul d you agree that S&P's
consi deration of regulation includes whether the
utility can be expected to receive a fair return on
its rate base?

A Yes.

Q And woul d you also agree that regulation is
t he most important factor affecting T&D conpani es’
credit quality because it provides the neans by

which a utility can realize predictable and stable
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financial results?

A | woul d agree that it's a very significant
factor, yes.

Q Do you know whet her the words | read to
you, in fact, appear in the S& March 11th, 2004
publication that you cite at Lines 36 through 37 of
your direct testimony?

A | don't know if those appear word for word.

Q WIl you agree with me then, in general,

t hat S&P believes that regulation is the nost
I mportant factor affecting T&D conmpanies' credit
quality?

A | woul d agree with that part.

Q Now, woul d you al so agree that S&P revi ews
the capital structure of the utility enmployed to
arrive at the regulated rate of return?

A Yes, | would agree with that.

Q And that in analyzing any rate case, S&P
expl ores whet her prices are based on a rate of
return consistent with the Conpany's actual returns
and with those of piers of simlar credit quality?

| think that's on Page 4 of the S&P
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docunent .

A Yes, | would agree with that.

Q Now, you testify at Lines 61 through 64 of
your direct testimony that supply volume and price
risk is typically the result of default or
provi der-of-last-resort obligations. However,
these risks can be mtigated by a regul atory
environment that allows for timely recovery of
costs associated with these services; is that your
testi nony?

A That is my testinmony.

Q Okay. If I call provider-of-last-resort
obligations POLR for short, will you understand
what | mean?

A Yes, | will.

Q Now, woul d you agree that ComEd woul d be
|l ess risky, therefore, if its rates renmoved its
exposure to POLR volume and price risk?

A Yes, | would agree with that.

Q And uncertainty on the other hand in its
exposure to POLR and price risk would increase its

busi ness risk, right?
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A Yes, it woul d.

Q And all other things being equal, that
I ncrease in business risk would increase its cost
of capital?

A Yes, potentially.

Q Well, all the other things being equal, it
woul d increase its cost of capital, wouldn't it?

A Al'l things being equal, yes.

Q And if it increased its cost of capital,
all things being equal, customers would pay higher
rates?

A Al'l things being equal, yes.

Q Now, in your view, should ComEd be entitled
to a regulatory environment that allows it to
mtigate its POLR volume and price risk?

A | do.

MR. REDDI CK: W t hdr awn.

| believe he answered it.

MR. RIPPIE: Oh, |I'm sorry. | just didn't hear
t he answer .

THE W TNESS: Wuld you ask the question again?

BY MR. RI PPI E:
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Q Sure. Shoul d ComEd, in your view, be
entitled to a regulatory environment that, | think
your word was mtigates its POLR volume and price
risk?

A | think it would be a benefit to the
rat epayers, yes.

Q Now, you testify on Lines 66 -- my notes

say 66 through 65, so I hope I meant to say 65

t hrough 66 -- that, quote, S&P noted that clear
separati on between T&D utilities and their parent
compani es' unregul ated affiliates results in a

| ower risk assessment.
Did | read that correctly?
A Yes.
Q And, once again, a lower risk, all other
t hi ngs being equal, means a | ower cost of capital
and | ower charges, right?
A Ri ght.

Q s it your position that ConEd's rates

shoul d be set in a matter financially distinct from

the financial results of its unregulated affiliates

and parents -- and parent? Sorry.
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A | don't believe |I took a position on that
in nmy testinony.

Q But you do testify that a separation would
reduce ri sk.

So nmy questionis to you now, is it your
view t hat that would be a good thing, to keep the
ri sk down?

MR. REDDI CK: ' m going to object as outside the
scope of M. Janous' testinmny. He presents
certain metrics from Standard and Poors. He
explains them but he doesn't express judgnments or
opinions that M. Rippie's trying to investigate.

MR. RIPPIE: Well, I think it's fair cross. |If
there's concern, 1'd be happy to lay a couple
foundati on questions that m ght --

JUDGE DOLAN: Why don't you do that then,
Counsel .

MR. RIPPIE: Sure.

JUDGE DOLAN: Thank you.

BY MR. RI PPI E:
Q Do you believe ConmEd' s existing rates that

woul d influence its current business profile score
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about which you testify are based on its own

financial condition separate fromthose of

unregul ated affiliates or its parent?
MR. REDDI CK: Again, | object as outside the
scope. M. Janous presents the S&P concl usions.

He did not purport to investigate ComEd's
circunmst ances.

MR. RIPPIE: | conmpletely disagree. He
di scusses that ConmEd is a four and compares that to
generating conmpanies and integrated utilities and
di scussions why, in his view, our business profile
score is higher than most utilities.

' m asking himwhether, in his view, the
rates which affect this scoring, in fact, reflect
separation or not. That's --

JUDGE DOLAN: |I'm going to overrule the
obj ecti on.

THE W TNESS: Wuld you ask the question again?
BY MR. RI PPI E:

Q Sur e. Do ConEd's current rates on which
S&P based its current profile score that you

testified about, in your view, reflect a separation
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bet ween ComEd and its unregul ated affiliates and
parent ?

A | believe M. Gorman addresses that in his
testi nony.

The only evidence that | would have that
there is some sort of an effect is S&P's concern
with respect to the P-Seg (phonetic) merger which
seems to indicate some sort of downward pressure on
ConmEd's credit rating. That would lead me to the
conclusion that, yes, there is some effect of the
parent conmpany's operations on ComEd.

Q Are you aware that some parties have
appeal ed the Conmm ssion's order in Docket 05-0159?

A Yes, |I'm aware of that.

Q Do you have an opinion as to whether or not
S&P has taken that appeal into consideration?

A Yes, they have taken that into
consi derati on.

Q Now, woul d you al so agree that S&P is aware
of the current corporate form of ComEd, including
the various actions to separate its corporate

governance that were described in the testinony of
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earlier ComEd witnesses?

A |*ve not read specifically where S&P has - -
has recogni zed that fact, no.

Q But in your experience, if disclosures are
made to the public markets in SEC filings about
significant aspects of corporate governance, you

woul d expect S&P to be aware of them right?

A | guess | don't have an opinion about that
mat t er .
Q But, regardl ess, S&P has not altered its

busi ness profile score for ComEd in |ight of either
the Commi ssion's procurement order, the appeal

t hereof or any changes that may have occurred in
corporate governance, right? Still a four.

A s -- according to the |latest business
profiles score report that 1've seen from S&P,
they're still a four.

Q And is it also true that S&P continues to
express concern about the risks related to ComEd's
POLR obl i gati ons?

A Yes, that is true.

Q As | ate as one week ago, S&P issued a
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report on that subject, didn't it?

A Yes, they did.

Q And that report specifically recognized and
called out Illinois as an area -- as a state about
which it was concerned -- let ne try that question
again.

That report specifically called out
I[llinois as a state by which S&P was concerned
about POLR risk?

A Yes.

Q Now, you indicate at the very beginning of
your direct testimony, Lines 15 and 16, that you
conpare ConEd' s S&P business profile score to that
of other transm ssion and distribution utilities,
right?

A Correct.

Q And on Lines 19 and 20, you state that the
busi ness profile score is an inportant
consideration in establishing the utility's capital
structure, right?

A Yes.

Q And that is because, as we discussed
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earlier, it's aroll-up of a variety of risks that
affect the utility's cost of capital?

A Correct.

Q For a given bond rating, would you agree
that different |evels of |everage are tol erable by

the markets dependi ng upon the business profile

score?
A Yes, | would agree with that.
Q And its inverse, the higher the business

profile score, the riskier the conpany is and the
| ess | everage is tolerable, right?

A That's consistent with S&P' s guidelines.

Q Now, S&P al so considers financial risk,
doesn't it?

A Yes, it does.

Q And financial risk is quantified using
various ratios such as the debt ratio?

A Yes.

Q And the debt ratio is obviously directly
affected by the capital structure because the debt
ratio is defined as the ratio of debt to total

capital, right?
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A Ri ght.

Q And woul d you agree that the capita

structure enmployed, in turn, affects a utility's
revenue?
A ' m sorry. What was the question again?
Q The capital -- well, 1'"Il make it |onger.

The capital structure enployed to arrive
at a rate will, in turn, affect the utility's
revenue?

MR. REDDI CK: Obj ection. M. Janous has no rate
maki ng testi nony.

MR. RIPPIE: Well, if you can allow ne just one
gquestion, the next question is -- it's alead-into
t he next question which asks about the other
financial nmetrics. And --

MR. REDDI CK: (I naudi ble) -- at the end.

BY MR. RI PPI E:

Q Wel |, okay. "1l ask it all in one
gquestion.

Woul d agree that capital structure
empl oyed by regul ators affects revenue which, in

turn, affects the other two financial nmetrics that
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S&P cites, FFO interest coverage and FFO debt

coverage?

A Let ne make -- just --
Q | ' m happy to break it up, if your |awyer
will let ne.
Let me -- I'Il try it again, okay?
A Okay.
Q There are other metrics called FFO interest

coverage and FFO debt coverage, right?

A Ri ght.
Q FFO stands for funds from operations,
right?

A Correct.

Q And FFO debt coverage conpares the funds of
operations to the total amount the debt?

A Yes.

Q And FFO i nterest coverage conpares the
funds from operations to the amount of interest
expense. |'ve over-sinplified, but that's, in
essence, the --

A I n essence.

Q -- the concept.
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Okay. To the extent that capital
structure affects a utility's revenue stream,
capital structure will also affect those two
metrics, right?

A Ri ght .
Q Okay. Last area.
Now, woul d you agree with me that

ConmEd' s business profile score of four is not rare

amongst gas and electric T&D utilities?
A It is not rare, no.
Q It's the third nmost common score, right?
A Yes, | would agree with that.

Q Woul d you al so agree that fully half of the
surveyed utilities are either fours or within one
number of four, i.e., between three and five?

A | haven't done that cal cul ation.

Q Well, if you |l ook at your chart, your
Table 1 --

A That would be in the ball park, yes.

Q Okay. And whet her or not a particular
utility falls above or bel ow four would depend on

t hose same risk factors that we tal ked about at the

1957



10

11

12

13

14

15

16

17

18

19

20

21

22

very beginning of our discussion, right?

A Ri ght.
Q Okay. Last couple questions.
You testified that generation utilities,

in your view, generally have higher risk profile
scores, right.

A S&P generally assigns higher business
profile scores to integrated utilities; yes, | did
testify to that.

Q But there's nothing special about the fact
that they're generation utilities. S&P i s basing
its scoring on those factors, right?

There's no sort of magic thunmb on the
scale if you have generation?

A Well, the fact that there is generation
ownership adds a degree of risk. So | would say
that, in fact, there is a significant distinction
there between owning generation and not.

Q Let ne be clear because |'m not sure we're
di sagreeing at all.

The reason, in your view, that the

generation utilities have higher scores is because
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S&P has concl uded that they have higher market

ri sk, higher operating risk or higher regul atory

ri sk, not because S&P has some factor that

you're a gener at

worse; right?

says if

ion company, you get hammered

A Yes, | would agree with that.

MR. RI PPI E:

THE W TNESS:

JUDGE DOLAN:

MR. REDDI CK:

JUDGE DOLAN:

Okay. Thanks very much.
Thank you.

Any redirect?

None.

Okay.

Thank you, M. Janous.

THE W TNESS:

JUDGE DOLAN:

Thank you.

Al'l right.

Counsel, procedure seed.

MR. REDDI CK:

The Il1linois Industrial Energy

Consumers call M. M chael Gor man.

JUDGE DOLAN:

rai se your right

JUDGE DOLAN:

Good morning, M. Gorman.
hand.
(Wtness sworn.)

Thank you.

Pl ease
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M CHAEL GORMAN,

called as a witness herein, havi

SWOr n,

Q

DI RECT EXAM NATI ON

BY

MR. REDDI CK:

ng been first duly

was exam ned and testified as foll ows:

M. Gorman, have you prepared for this

docket an exhibit titled Direct

Schedul es of M chael Gorman that

designated |1 EC Exhibit 3.07?

A

Q
whi ch
A

Q

Yes.

Testi mony and

has been

And does that exhibit include an Appendi x A

| ays out your qualifications?

Yes.

Have you al so prepared an exhibit titled

Rebuttal Testinony and Exhibits

t hat

A

Q

of M chael Gor man

has been | abeled Il EC Exhibit 7.07?

Yes.

And attached to that testinmny, are there

exhi bits nunmbered 7.1 through 7.47?

A

Q

Yes.

And with respect to your

direct testinony,
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have you recently filed an errata?

A | di d.

MR. REDDI CK: Your Honor, the direct testinmony
of M. Gorman, |IEC Exhibit 3.0, was filed on the
Commi ssion's eDocket system Decenmber 23, 2005,
Docket No. 65390.

His rebuttal testinmny, |IIEC
Exhibit 7.0, along with the Exhibits 7.1 through
7.4 were filed February 27th, 2006 and Docket
No. 67517. And the errata was filed on March 27,
2006, document No. 68508.

BY MR. REDDI CK:

Q M. Gorman, are the exhibits that |'ve just

descri bed the ones that you adopt as your sworn
testi mony today?

A Yes.

Q Do you have any further corrections to
t hose exhibits?

A No.

MR. REDDI CK:  Your Honor, | nove the adm ssion
of Exhibit 3.0 and 7.0, along with Exhibit 7.1

t hrough 7.4, as corrected by the errata filed

1961



10

11

12

13

14

15

16

17

18

19

20

21

22

March 27, 2006.
JUDGE DOLAN: Any objection?
MS. POLEK- O BRI EN: No obj ecti on.
JUDGE DOLAN: Okay. Then IIEC Exhibit 3.0 will
be admtted into the record. |1EC Exhibit 7.0
along with Exhibit 7.1 through 7.4 will be admtted
into the record, and the errata -- was that of the
direct testimony?
MR. REDDI CK: Yes, it was.
JUDGE DOLAN: Okay -- filed on 3/27/06 will also
be admtted into the record.
(Wher eupon, I|IEC
Exhi bit Nos. 3.0 and 7.0 were
admtted into evidence as
of this date.)
MR. REDDI CK: The witness is avail able for
cross-examnation -- |I'msorry, M. Fosco.
MR. FOSCO: Just one clarification. Carmen
Fosco on behal f of Staff.
The errata is just a one page descri bing
the corrections?

MR. REDDI CK: The one page describing the
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corrections to the direct testinony.
MR. FOSCO: Thank you.
JUDGE DOLAN: Okay. Thank you.
CROSS- EXAM NATI ON
BY
MR. FOSCO:

Q Good morning, M. Gorman.

A Good nor ni ng.

Q My name is Carmen Fosco. |'m one of the
attorneys representing Staff and | have a few
questions for you this norning.

The first subject I'd Iike to cover is
your testinmony regarding the environmental cost
recovery rider

A Okay.

Q On Pages 51 through 53 of your direct
testi nony, you address ConEd s proposal to
I mpl ement Ri der ECR, environmental cost recovery,
to recover certain environmental costs after --
after 2007, correct?

A Yes.

Q Okay. You further testify on Pages 51 to
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52 of your direct testimny of ConEd's Rider ECR
proposes to recover various costs including, and
"1l quote fromyour testinmny, direct fees,
charges and billings and assessments, acquisition
cost associated with remedi ati on or environmental
activities, litigation cost including judgments
orders, decisions and settlements within a court or
quasi -judicial body and legal litigation settl ement
costs and expenses concerni ng environnment al
activities or contam nation.
Did I read that correctly?

A Yes.

Q s it fair to characterize your testinony
that you recommend rejection of the Conpany's

proposed Rider ECR on two separate bases?

A On two separate bases?
Q (Nodding.) | can just walk through them
if you want. We can do it that way, if that's nore

conf ortabl e.

A Yeah.
Q Am | correct that the first basis upon
which you -- or at least -- let me put it another
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way .
Am | correct that one of the bases upon

which you recommend rejection of Rider ECR is that

t he company has not denmonstrated the

appropri ateness of recovering those costs through a

rider because it has not shown that the subject

costs are volatile, beyond management's control or

will inhibit the Conmpany's ability to earn its

authorized rate of return on equity?

A In their direct testinmny, yes, that's
true.
Q Okay. And am | correct that another basis

upon which you recommend rejection of Rider ECR is
that the automatic full pass-through of these costs
to ratepayers will remove ComEd' s econom ¢
I ncentive to control or mnimze these costs from
an econom c perspective?

A Yeah, particularly with respect to
litigation fees.

Q Do you agree that this |ast basis that we
di scussed is sometines referred to as a nor al

hazard probl em?
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A The second reason?

Q Yes.

A A moral hazard probl en?

Q Have you heard that issue or that problem
descri bed as moral hazard probl en?

A l'"m not famliar with that, no.

Q Okay. And if | understand your testimony
correctly, your remedy to both of these issues is
to recomend recovery of these costs through base
rates; am | correct?

A Appropriate transm ssion and

distribution-related costs from base rates, yes.

Q I n maki ng your recommendation, did you rely

upon whet her or not ConEd's proposed rider provides

for prudence reviews of any sort?

A Well, | believe they are willing to
wi t hstand a prudence review.

Q But that doesn't change your
recommendati on; am | correct?

A That does not.

Now, | mean rates -- certain aspect of

the regulatory bargain is that rates will be stable
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and t he Conpany gets an opportunity to fully
recover its costs.

| mpl ementati ons of riders which are not
necessary to provide the utility a fair opportunity
to earn its authorized rate of return will
potentially destabilize rates, which is -- wil
potentially negatively inpact customers of the
utility.

Q Okay. In recommending that certain costs
be reinserted back into ComEd's Bates base rates in
this proceedi ng, have you conducted an analysis or
revi ew of the prudence of the circumstances giving
rise to the need for those costs?

A | have not. |"ve sinmply observed what
M. Hill pulled out of the Conpany's cost of
service and commented on what he proposes to put
back in in the event the rider recovery is not
approved.

Q Thank you.

Woul d your answer be the same if |
focused on the reasonabl eness of the costs

thenmsel ves?
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A | ve not done a reasonabl eness review or
prudency review of the costs incurred.

Q Okay. Movi ng on to a new subject now.

At Pages 4 through 8 of your direct
testi nony, you generally discuss what you describe
as electric utility industry market perspectives or
perspectives specifically including a discussion of
the relative risk of electric utilities with
transm ssion and distribution operations or
wires-only conpanies versus electric utilities with
transm ssion, distribution and generation
operations or integrated electric utilities; is
that correct?

A Yes.

Q Do | understand your testinmony to be that
S&P and other credit analysts generally consider
the operating risk for wires-only utilities to be
| ower than for integrated utilities?

A Generally speaking, yes.

Q Do | also understand your testimony to be
t hat S&P, in assessing the overall financial risk

of a -- of T&D utilities, gives consideration to
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the corporate structure of the utility including --
and |'m quoting from part of your testinony,

whet her unregul ated activities of the parent affect

the utility's credit profile?
A Yeah, that's a very -- very carefu
consideration, as | understand it S&P and ot her

credit rating agencies make in assigning a
utility's credit rating; that is, they --
essentially, the isolation of the utility from
affiliated compani es, nonregul ated affiliates.

Q Okay. And | just want to be sure |
understand the scope of your testimony.

Are you taking a position as to whether
ComEd' s credit ratings have been affected by the
unregul ated activities of its corporate parent or
s that something another wi tness handl es?

A Well, I'"'m the one that reviewed that, and
ConEd's credit rating is inmpacted by the total risk
revi ew of Exelon and all its affiliated compani es.
St andard and Poors clearly states that in its
credit review of ComEd

So -- so | have made that eval uation,
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and ConEd's credit rating is inmpacted by its
affiliation with Exelon and its unregul ated

subsi di ari es.

Q s it impacted in a positive or a negative
manner ?
A Well, | don't have the review from Standard

and Poors that states what ConEd's rating would be
on a stand-al one basis, but given the credit
report's assessment that the stable cash flows of
ComeEd and PECO i mprove the stability of the cash
flows for the entire enterprise. And they've
quoted that the regul ated operations are relatively
| ow-ri sk operations in conparison to the
consol i dated enterprise.

And they've also noted that the business
profile score of Exelon Corp is six and
Commonweal t h Edi son and PECO are both four, which
i ndi cates | ower operating risk than the
consol i dat ed operations.

Al'l that |eads me to believe that
consol i dated operation's credit profile was

probably imroved and the regul ated credit profile
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probably was worsened a little bit to | evelize the
same credit rating that S&P has assigned to all of
the Exel on operating utility affiliates and the
parent conpany.

Q Thank you.

" m now going to nmove on to a slightly
different topic, which is your testimony regarding
ConmEd' s capital structure for purposes of this
proceedi ng.

A Hm hnm.

Q Attached to your direct testinmony is
ComEd' s response to data request |1EC 4. 04,
correct?

A Yes.

MS. POLEK-O BRI EN: M. Fosco, what number is
t hat, what number attachment?

THE W TNESS: You said direct. That's attached
to rebuttal .

MR. FOSCO: Oh, I'msorry. Thank you.

m sspoke.
BY MR. FOSCO:

Q "1l note it says rebuttal in my notes.
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Okay. And that docunent is your I1EC

Exhibit 7.1; is that correct?

A Yes.
Q Okay. That docunment contains an indication
that -- in describing the purchase accounting

adj ustments, that after the common equity bal ance
was reduced by 2.634 billion to recognize the fair
val ue, the bal ance of comon equity was then
conpared to the value of the consideration paid by
t he acquiring conpany. The difference, which in
this case was 4.926 billion, was recorded as an
increase in good will and a correspondi ng increase
in common equity.

Did | read that correctly?

A Yes.

Q Okay. And did you rely on those particular
statenments for the statements contained in your
rebuttal testinony where you state the amount of
good will?

A Well, | relied on that and M. Mtchell's
and Ms. Houtsma's testinony.

| would note that the 4.926 billion
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dollars in good will noted here is the conbination
of several fair value asset adjustments that
M. Mtchell details in his direct testinony, which
i ncl ude pension and OPEB assets, other assets as
wel | as good will.
His 4.926 is the sum of those three fair

val ue asset adjustnents.

MR. FOSCO:. Okay. May | approach the witness,
your Honor?

JUDGE DOLAN: Yes.

BY MR. FOSCO:

Q Al'l right. M. Gorman, |'m not going to
mark this as an exhibit. l'"m just -- actually, for
ease of questioning here, |I've handed you Page 7 of

10 from M. Mtchell's direct conpany ConmEd
Exhibit 7.0.

And you just described in your | ast
answer Mr. Mtchell's description of the purchase
accounting adjustments and rel ated good will, and
were you referring at least in part to the
description on this page?

A Yeah, | mean, there's -- this provides nore
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detail, the total sumof the fair val ue asset
adj ust ment and common -- correspondi ng conmmon
equity adjustment, 4.926 billion. And it is the
sum of pension OPP -- OPEB and severance of 144
mllion, other assets, liabilities and |long-term
debt of 77 mllion, and good will net of
amortization of 4,705,000, 000.

Those three items sum to 4.926 billion
dol | ars.

Q So the 4.926 billion number is really, if
you will, good will net of those other itens that
wer e adjusted as part of the purchase accounting?
It's the sum of those nunbers?

A It's -- yeah, it's -- what they call good
will, including those other tangible assets itens.

Q Thank you.

MR. FOSCO: Your Honor, may | approach the
wi t ness?

JUDGE DOLAN: Yes.

BY MR. FOSCO:
Q M. Gorman, |'ve handed you a document.

I''m not going to mark --
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MR. REDDI CK: M. Fosco, there are a | ot of
numbers here. Could we have a nmoment to --

MR. FOSCO: Sur e.

MR. REDDI CK: Takes me |longer than it takes
M. Gor man.

THE W TNESS: | ve seen all these nunbers many
times before.

BY MR. FOSCO:
Q |'m glad to hear that. That was my intent.
l'd like to wal k through the numbers on
this schedule and see if they're correctly stated
and so we can understand the purchase accounting
adj ustments and reversals and its i mpact on ConmEd' s
capital structure.

MS. POLEK-O BRIEN: | object. This is clearly
friendly cross. You' ve got two parties that
advocating the same position and are using this
clearly as an opportunity to put in additional
direct testimony.

MR. FOSCO: Your Honor, | disagree.

| mean, this witness did adopt Staff's

testimony, but | -- 1 think I"mentitled to clarify
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the differences, and | think this is just fair
Cross. ' m not going to spend a |lot of time on it
and | think it's helpful to explain what's
happening in this case

MR. REDDI CK:  Your Honor, | know that this is an
exhi bit prepared by the Staff for cross. It's not
anything |I've seen before, although the numbers
apparently are famliar to M. Gorman

MR. FOSCO: "1l represent for the record, |
haven't talked to M. Gorman or M. Reddick about
this one bit.

MS. POLEK-O BRIEN: | think that's irrelevant.

This is -- this is the position that's
bei ng advocated by both of these parties. They've
each had two separate rounds of testinony --

MR. FOSCO: Wel | - -

MS. POLEK-O BRIEN: This is just being used as
an opportunity to get in what they clearly could
have both done before.

MR. FOSCO: Your Honor, that's not true. That's
absolutely wrong.

Staff had no opportunity whatsoever to
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respond to M. Gorman's testimony, and | think
we're entitled to clarify the record. I[t's not
friendly cross.

JUDGE DOLAN: ' m going to overrule, but we're
going to limt it time-wse.

BY MR. FOSCO:

Q Okay. Thank you.

M. Gorman, |ooking at Colum A on the
top half of this document, the nunmbers there conme
exactly fromthe page of M. Mtchell's testinony
that we were | ooking at earlier. Wuld you agree
with that?

A Yes.

Q Okay. And am | correct that it's ConEd's
actual capital structure as of 6/30/05 reflects the
prior effects of these purchase accounting
adjustments, is that correct, before being
adj usted?

A ConEd' s proposed common equity adjust ment
is based on a 2.292 billion dollar reduction in
conmmon equity as shown under Colum A under the row

entitled increased (decrease) to sharehol der
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equity.

Q Okay.

A | would note that ComEd, though, did not
break it out as assets and liabilities as has been

broken out here.

Q Okay. But do you agree that that
presentation is correct with the -- I'll note that
M. Mtchell grouped other assets, other
liabilities and long ternms together and those are
separate asset and liability items on the bal ance
Sheet ?

A What -- |'m sorry. Can you repeat that?

Q Sur e. If you ook at M. Mtchell's
testinony, he refers to other assets, liabilities
and | ong-term debt of 77 mllion.

And woul d you agree that that amount is
a net amount of certain asset and liability amounts
on the bal ance sheet?

A He doesn't define it, but |I presume it is.

Q Okay. And woul d you agree that the --
well, |1've cited the source --

A Well, actually, let me back up a little
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| f the conclusion by ComEd is that
there's 4.926 billion dollars of effectively good
will or tangi ble assets, then this schedul e doesn't
identify the total number of tangible assets and

rel ated common equity adjustnent for that.

Q Okay.
A So it doesn't reconcile to the same 4.926
billion that ComEd has stated represents the

I ncrease in compon equity associated with the --

Q Okay.
A -- creation of good will.
Q It's probably what | wanted to clarify, and

you' ve previously stated that the 4.926 is the
combi ned amount of good will of 4,705,000, 000,
other liabilities and long term-- other assets,
other liabilities and |ong-termdebt of 77 mllion,

and pension OPEB and severance of 144, correct?

A ' m saying that the -- that those |ine
items total a 4.926 billion dollar increase in good
will that -- that Commonweal th Edi son has

represented in discovery to be an increase in the
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assets side of the bal ance sheet --

Q Okay.

A -- and related increase in conmon equity --
Q Okay.

A -- on the bal ance sheet.

Q Okay.

A This breakdown is something | haven't

| ooked at and | can't attest to the correctness of
these line items adjustnents.

Q Okay. But it is the breakdown in ConEd's
testinony, correct, with your qualification that it
wasn't broken down as to --

A | don't know it is. ComEd -- M. Mtchel
i dentified pension OPEB and severance of 144
mllion. He didn't state that that was an increase
in tangi bl e asset or a degrees in liability.

This schedule identifies it as a
decrease in a liability.

Q Okay. If we go to Column B, ConEd has
proposed to decrease shareholders's equity to
account for the effects of purchase accounting in

t he amount of 2,292,000, 000, correct?
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A Yeah, 2,292,000, 000. Correct. I think
these numbers are in mllions.

Q And then Colum C reflects what that
adjustment -- it shows that -- the bottom half of
t he schedul e shows the adjustment to capital
structure, correct, after effecting the
2,292,000, 000 adjustment?

A Yes.

Q Okay. Now, you have adopted in your
rebuttal testinmony the direct testinmony
recommendati ons of Staff Wtness Kight; is that
correct?

A Yes.

Q And you agree that Staff Wtness Kight
proposed to undue the adjustments related to the
transfer of plant?

A It was ny understanding that Ms. Kight was
attempting to identify out of the total capital
i ncluded on ConEd's bal ance sheet how much of that
capital supports transm ssion and distribution

utility operations.

| " m paraphrasi ng her testinony, but that
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was my understandi ng of her testinony.

Q Do you have a copy of her testimony in
front of you?

A | do not. | can get a copy.

Q Okay. If I could refer you to the top of
Page 6 of Ms. Kight's direct testinmony, |CC Staff

Exhi bit 4.0.

A |'m sorry. \What page are you on?

Q Page 6.

A Okay.

Q Do you see where she states that the

adjustment to Comkd' s proposed bal ance of common
equity should be increased by the 4.791 billion
doll ar plant write-down, |less the 2.157 billion
reduction to deferred i ncome taxes and |ITCs or
approximately 2.6 billion?

A Yes.

Q Okay. Do you agree that that's what's
reflected on the top half of Columm D, the reversal
of the plant write-down of 4.791 billion and the
reduction to deferred income taxes and |TCs of

2. 157 billion?
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A Yes.

Q And that results in 2.634 billion reduction
to sharehol der's equity, correct?

A Correct.

Q Let's | ook at the bottom half. W have
Staf f - proposed bal ances as of 6/30/2005, and we
agree that the amounts there correspond to the
amounts on Schedule 4.17?

MS. POLEK-O BRI EN: Objection. W' re going
t hrough -- we're apparently creating a table that
Ms. Kight neglected to include in her testinony.
This is absolutely friendly cross.

JUDGE DOLAN: ' m going to sustain that one
BY MR. FOSCO:

Q Now, Mr. Gorman, you state on Page 3 of
your testinony that the primary capital structure
I ssues separating ConkEd and Staff relates to the
amount of the comon equity adjustment needed to
remove good will fromthe Conpany's capita
structure and rel ated cost of service

MR. REDDI CK: Is that direct or rebuttal?

MR. FOSCO: That's Mr. Gorman's Exhibit 7, which
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Is his rebuttal.

THE W TNESS: Yes.
BY MR. FOSCO:

Q Okay. Can you show me anywhere in Ms. --
will you agree with me that -- or let me put it
this way:

Can you identify in Ms. Kight's
testi nony where she specifically mentions good
will?

A No, | believe she tal ks about the common
equity adjustnments.

Q But she doesn't mention specifically good
will?

A That's right.

Q And woul d you agree that by the adjustnent
that Ms. Kight makes to ConmEd's adjustnment, she's
not changing the good will amount. She's reversing
the adjustments for the transfer of plant?

A Yes.

Q Woul d you agree that in this schedule
that's reflected by | ooking at ComEd's adj ust ment

for good will by M. Mtchell in Colum A with the

1984



10

11

12

13

14

15

16

17

18

19

20

21

22

acceptance of the reversal of that in Columm B and
there's no further adjustments shown?
A It appears to reflect Ms. Kight's position.
Q So when you stated that Ms. Kight and ConEd
seemed to agree, were you stating that she didn't

adj ust ComkEd's adjustment for the good will--

strike that. Let ne rephrase that.

Okay. If we isolate the adjustnments in
Ms. Kight's reversal for the -- related to transfer
of plant -- strike that. Let me rephrase it.

| take it since you adopted her
recommendati on, that you agree that it's -- with
her adjustnent to reverse the adjustments related
to the transfer of plant; is that correct.

A Well, | adopted her position that it's
appropriate to identify the amount of Commonweal th
Edi son's capital that supports its transm ssion and
distribution utility assets.

She apparently went by identifying that
amount of capital a little differently than | did,
but we both ended up in the same pl ace.

Q What is the effect of the reversal that
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Ms. Ki ght made and your acceptance of that in terns
of its impact on ComEd's current capital structure
supporting transm ssion and distribution

operations?

A Well, the result of it is identifying out
of all -- ComEd has about 11 -- over 11 billion
doll ars of capital on its bal ance sheet. It's got
alittle nore than six billion dollars in rate

base. So, clearly, there's a significant m smatch
bet ween the capital on the bal ance sheet and the
amount of rate base.

That difference in -- fromny
perspective, that difference in the capital in rate

base is largely attributable to alnost a five

billion dollar good will asset which is not the
transm ssion and distribution utility asset. And
t hat asset -- that good will asset is conpletely

supported by comon equity.

So the amount of capital -- ConEd's
conmon equity in that 11 billion dollar capital
conponent needs to be reduced by the val ue of that

good will asset. That's supported only by comon
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equity or roughly five billion dollars -- or no,
4.96 billion dollars.

So when you take ComEd's compn equity
and reduce it by 4.96 billion dollars of comon
equity and say that's supporting the good wil
asset and the remaining comon equity i s supporting
transm ssion and distribution utility plant, then
you get a capital structure that roughly matches
rate base.

lt's still a little nore and it normally
I's; but the consequence of doing that allows you to
identify out of all the capital in ConmEd s bal ance
sheet, how much is supporting transm ssion and
di stribution utility operations.

| got there by | ooking at the good wil
asset, recognizing that it's being supported by
common equity, allocating that common equity to a
good will asset and taking all the other capital
and assigning it to transm ssion and distribution
utility plant.

Apparently, M. Kight got there a

slightly different way by starting with ComEd' s
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adjustment for the incremental increase in comon
equity caused by the push-down accounting, but then
al so subtracti ng out the amount of conmon equity
that would be attributable to the nuclear station
asset transfer.

But we get to the very same point
because the sum of the incremental increase in
common equity and the common equity attributable to
t he nucl ear asset transfer equals the good w l
asset that | assert is not a transm ssion and
di stribution utility asset. It's funded entirely
by common equity and that common equity then

shoul dn't be used in establishing the capital

structure for transm ssion and distribution utility
rates.

Q So the 4.926 billion adjustment that you
support is equal to the 2.292 billion dollar

adj ustment that ComEd proposed plus an additional
adj ust ment of 2.634 billion?

A That's the difference, yes.

MR. FOSCO: Your Honor, | have no further

gquestions.

1988



10

11

12

13

14

15

16

17

18

19

20

21

22

| would nmove to mark this as |ICC --
well, | move for adm ssion of this. And if we do,
11 -- if it's it allowed, I will identify it as
| CC Staff Cross Exhibit 9, which | believe is our
next number .

MS. POLEK- O BRI EN: "1l object to that.

What | understood M. Gorman's testinony
couldn't vouch for the accuracy of it and, again,
it's clearly friendly cross.

MR. FOSCO: Your Honor, | think this exhibit is
denmonstrati ve. It explains other nunbers that are
already in the record and | think it's useful to
under standi ng this issue.

JUDGE DOLAN: Okay. Since he can't verify the
numbers, we're going to reject that exhibit.

MR. FOSCO: Thank you.

MR. REDDI CK:  Your Honor, did we use the No. 9

and not admt or --

MR. FOSCO: | guess that would be to the right
way to do it. "1l tender to the court reporter --
JUDGE DOLAN: | think we're going to have to

mark it as the next exhibit and reject it.
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(Whereupon, Staff Cross
Exhibit No. 9 was
mar ked for identification
as of this date.)
MR. ROBERTSON: Excuse me, your Honor. What was
t he number on the exhibit?
JUDGE DOLAN: 9.
MR. REDDI CK: 9.
MR. ROBERTSON: 9?
Thank you.
JUDGE DOLAN: You ready to proceed, Counsel?
MS. POLEK-O BRI EN: Waiting for the court
reporter is just about changed.
CROSS- EXAM NATI ON
BY
MS. POLEK- O BRI EN
Good morning, M. Gorman.
A Good morni ng.
Q Stacy Pol ek-O Brien for ComEd
You' d agree, wouldn't you, that ComEd
ought to be allowed to recover its cost of

provi ding service so |long as the costs are
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prudently incurred,

ri ght?
A
Q
cost of

A

Yes.

One of

reasonabl e and (i naudi bl e)

the costs that ConEd incurs is the

medi ati ng manufactured gas plant, right?

Wel |, remedi ati ng manufactured gas pl ant

not a cost of providing transm ssion and

di stribution utility service. It is -- and it's

| understood ComEd to be responsible for and be

permtted to recover

t he i ndustry.

prior

Consequently, | have not objected or

questioned their right

to recover that through

transm ssion and distribution rates?

Q

show t hat

was | mprudently incurred or

right?
A

Q

I n your

That's correct.

testimony, you don't attempt to

The same with respect to environment al

recovery costs,

A

Ri ght.

right?

is

to the restructuring of

any particular cost associated with that

unr easonabl e i n ampount,
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Q Thank you.

Al'l right. Wuld you agree that when it
cones right down to it, credit really is all about
bankruptcy risk?

A Well, certainly, the risk of default is
embedded in credit rating eval uati ons.

So that the ability of a corporation to
generate cash fl ows adequate to support its
financial obligations is what credit rating reviews
are all about. I f they can't support their
financial obligations, the potential for bankruptcy
is certainly a great risk to anybody that | oans
noney to that corporation.

(Wher eupon, there was a

change of reporters.)
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BY MS. POLEK- O BRI EN
Q You are famliar with the term debt

i nstrument; right?

A Yes.

Q Debt instrument is essentially a | oan;
correct?

A | woul d agree with that.

Q There's different types of |oans; right?

A There is.

Q There's secured debt; right?

A Yes.

Q Secured debt is debt that's backed up by

some kind of property so that if the person
borrowi ng the money doesn't pay it back, the person
who you borrowed from would take the property,;
right?

A Well, it's backed by whatever the security
I'S. If it's a nortgage, then it's property and it
woul d have a right to the first claimon that
property and |liquidation. There are other types of
security for | oans.

Q Absol utely. Such as?
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A Such as a securitization bond. A
securitization bond is collateralized by the rights
of a revenue stream In IIlinois and in many ot her
jurisdictions, a securitization bond is
collateralized conmpletely by irrevocable
obligations from customers to pay instrument
fundi ng charges as |long as those securitization
bonds are outstanding.

So those bonds are securitized by a
revenue stream, not by the assets.

Q And unsecured debt is debt that doesn't
have any type of security behind it, it's just the
borrower's prom se to pay; right?

A They have an obligation to pay, yes.

Q Woul d you agree that equity capital is
capital that the conmpany has that doesn't come from
debt; right?

A Yes.

Q For most conpanies, equity capital cones
primarily through the issuance of stock; right?

A If it's a publicly traded conpany, yes.

Q So the terms "stockholder” and "equity
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hol der" are the same?

A |'"m sorry. That's true irrespective of
whet her or not it's a private conmpany or public
conpany, yes, | agree.

Q And stock hol der and equity hol der, those
terms are -- both mean the same thing; right?

A Wel |, generally speaking, yes; but there
are different types of equity hol ders. For
exampl e, there's preferred equity sharehol ders,
whi ch have a priority right to cash flows of the
corporation before the common equity sharehol ders
have any right to cash flow or assets.

Q They have a claimthat has a preference
over the common equity holders; right?

A Yes.

Q I n bankruptcy, debts both secured and
unsecured get paid before equity holders do; right?

A Yes.

MR. REDDI CK: |I'm sorry. \What the begi nning of
t he question?

MS. POLEK- O BRI EN: Debts including --

MR. REDDI CK: No. VWhat was the second word?
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MS. POLEK- O BRI EN: | n bankruptcy.

THE W TNESS: Well, as a non-lawyer, that's nmy
under st andi ng.
BY MS. POLEK- O BRI EN

Q | ' m asking for your understanding.

So the debt hol ders al most get paid

before the equity holders; right?

A Al mrost always? | think they al ways do.

Q And suppliers get paid before equity
hol ders do; right?

A That's ny understanding, yes.

Q And enpl oyees get paid before equity
hol der s?

A | believe so.

Q Lawyers get paid before equity hol ders?

A | believe so.

Q Even consultants get paid before equity
hol ders; right?

A That's ny understandi ng.

Q And then you have the different kinds of
equity holders. And the various types of equity

hol ders that are not common equity hol ders get paid
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bef ore the common equity holders do; right?

A Based on the terns of those equity
I ssuances, yes.

Q So after everyone is paid off, if there is
anything |l eft over, whatever that is, it goes to
the common equity holders; right?

A Yes, that's my understanding.

Q And it's fair to say that, typically,
there's very little of anything |left over, in
bankruptcy, the common equity hol ders --

A Depends on what the market value is of the
underlying company assets. There are conpanies
that -- | haven't done a detailed val uation of
this, but there are circumstances where the market
val ue of the assets are significantly above the
book val ue of the assets and the |iquidation value
of the company is greater than the ongoing
operating val ue of the conpany.

So there are some circunstances where
there may be something left for common equity
sharehol ders and it may not be insignificant.

Q But, typically, in bankruptcy, there's not
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very much left for the conmmon equity hol ders;

ri ght?

A | haven't done a study on it.

MR. FOSCO:. Your Honor, |'mgoing to object as
vague and to foundation. | think given this

wi tness' prior response, there's no foundation for
an answer to that question.

MS. POLEK-O BRIEN: |'Ill withdraw the question.
BY MS. POLEK- O BRI EN

Q Equity costs nmore than debt; right?

A To the extent it is nmore risky, the market
costs would be higher than |ower risk debt costs,
yes.

Q Capital structure, for purposes of this
proceeding, is the debt and equity; right?

A Yes.

Q Say for a mnute that there's a conpany
t hat has $100 in debt and $110 in equity. Would
you agree that its capital structure is about
48 percent debt and 52 percent equity?

A Subj ect to check, yes.

Q Are you famliar with the term "l everage?"
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A Yes.

Q Woul d you agree that |everage refers to the
amount of debt relative to the equity in the
capital structure?

A Well, | guess my famliarity is it's the
rel ati ve amount of debt in proportion to total
capital.

Q Okay. The conmpany that we just tal ked
about, it's leveraged by 48 percent; right?

A Yes.

Q Woul d you agree that one of the chall enges

a conmpany has is balancing its debt and equity to

t hat optimal m x?

A Well, |I'm sure conmpanies attenpt to achieve
an optimal mx, but I think, practically speaking
getting a reasonable mx is generally what | | ook

for in rate proceedi ngs.

Q Woul d you agree that there is no such thing
as a single reasonable structure?

A | do.

MS. POLEK-O BRIEN: Can | just have a m nute,

pl ease.
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JUDGE DOLAN: Sure.

(Di scussion off the record.)

BY MS. POLEK- O BRI EN

Q M. Gorman, in your direct testimony, you
recommend that the Comm ssion use capital structure
that's 50 percent equity and 50 percent debt as
ConEd' s capital structure in this proceeding;
right?

A In my direct testinmny, yes.

Q That's not ConEd's actual capital
structure; right?

A Well, in my direct testimny, | found that
their decision to make it an all equity funding of
a pension contribution was unreasonabl e because it
produced an unreasonabl e amount of common equity.
So | did propose an adjustnment in my direct
testinony, that's true.

MS. POLEK- O BRI EN: Okay. | nmove to strike
that. | asked simply if what he proposed was
ConmeEd' s actual capital structure. That's a yes or

no answer -- question.
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MR. REDDI CK: | think he said that's true.

JUDGE HALOULOS: Can you read back the answer --
and the question.
(Record read as requested.)

JUDGE HALOULOS: It will be stricken, but for

the "that's true," the end part.

MS. POLEK- O BRI EN: Thank you.
BY MS. POLEK- O BRI EN

Q So when you decided that the capita
structure was not appropriate, in your view Yyou
proposed a hypothetical structure that you thought
was reasonable; right?

A That's a fair characterization, yes.

Q Al'l right. Hypothetical capital structure
Is a construct that we use for ratemaking; right?

A Well, to the extent the actual capital
structure is found to be unreasonabl e, yes.

Q Woul d you agree that it's also someti mes
referred to as a target capital structure?

A Not all the time, no. A hypothetical

capital structure may not necessarily be the target

capital structure.
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To the extent the utility is paying
excessive dividends to its parent or eroding its
common equity and proposes some higher equity-based
capital structure, the adjustment could be made to
defining ratemaki ng capital structure, which
bal ances the interest of the investors and
customers, which is not actual, but is yet not a
target capital structure. So that's a case-by-case
eval uati on.

Q You're not suggesting that ComEd is doing
any of those things here, are you?

A | didn't mention ComEd in that answer.

Q Woul d you agree that Conm ssions -- that
regul atory comm ssi ons, under the circunstances
t hat you mentioned and under different
circumstances, comonly use hypothetical and target
capital structures in place of the utility's actual
capital structure?

A Well, | mean, it depends on the objectives
of the rates and the conmprom ses in the rate
proceedi ng and a host of other factors, but it's

not unconmmon. | would say it's more common to use
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the actual capital structure

Q Okay. All right. In your rebuttal
testi nony, you changed your m nd about this 50-50
hypot hetical capital structure and you recomended
a capital structure with only a 37 percent conmon
equity; right?

A | changed my mnd. | was convinced that
ComEd did not fully renove the common equity
supporting the Goodwi Il asset and, consequently,
adopted Staff's proposed capital structure because
Ms. Kight's proposal didn't acconmplish that.

So based on a further review of the
facts in this case, | changed ny position on the
appropriate cap structure.

Q And you recognized that after you made the
change to 37 percent comon equity ratio, ConmEd's
capital structure reflects an above average |evel
of debt | everage; right?

A Yes. And | recognized that and discussed
that issue in my testinony.

Q And you're suggesting that that's what the

Comm ssion use for ratemaking purposes; right?
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A Yes.

Q You're not suggesting that ComEd should
have an actual capital structure with 63 percent
debt; right?

A Well, | mean, to the extent it continuously
uses transitional funding instruments, that would
not be an unreasonable target for ComEd. The
transitional funding instruments will be fully paid
off in 2008.

After that, ComEd should have a capital
structure that's appropriate for reflecting only
corporate debt. In a cap structure that has only
corporate debt in it, unlike the cap structure in
the test year, then a 63 percent debt ratio would
be, in my judgment, too high and should not be a
target cap structure.

Q So then you're not suggesting that ComEd go
out and either borrow hundreds of mllions of
doll ars and buy back its stock or take some other
actions so that its actual debt ratio is 63
percent; right?

A Wth the qualification on transitional
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funding instruments. |If those aren't avail able,
t hen, no, | would not expect that ComEd woul d
capitalize itself consistent with credit rating
targets for use of only corporate debt.

Q Do you know whet her ConEd is able, under
the statute, to do additional securitizations?

MR. REDDI CK: Objection. Legal conclusion.

MS. POLEK-O BRIEN: |'m just asking himif he
knows .

JUDGE DOLAN: Overr ul ed.

THE W TNESS: My understanding -- and | haven't
reviewed that statute in a while, but | don't
believe it has the authority for -- the wi ndow has

passed when they had authority to come back for
addi tional securitization bonds, and it chose not
to do it.

So my understanding is, going forward,
the option of additional transitional funding
instrunments is no |onger avail able to ConEd.

BY MS. POLEK-O BRI EN
Q Okay. You touched on this just a m nute

ago. You're saying, of course, that the capital
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structure really isn't as |low as 37 percent because
of these transitional funding instruments; right?

A Can you repeat that, please?

Q You're saying that the capital structure
really isn't as | ow as 37 percent equity because of
the transitional funding instruments; right?

A Well, for ratemaking purposes, it is. But
froma credit rating standpoint and the
consi deration of ComEd' s financial risk, you need
to renmpve the transitional funding instruments, in
which case the corporate -- the investor capital
for ComEd, as opposed to the investor capital for
securitization bonds, represents a nmuch higher
percentage of equity in total capital,
approxi mately 45 percent, not 37.

Q You just saved me a whole bunch of
gquestions. Thank you.

Let's talk about credit rating agencies
for a mnute. Okay? There's essentially three of
them right?

A Yes.

Q St andard & Poor's, which is S&P; right?
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A Correct.

Q And then there's Moody's and Finch; right?

A Correct. Here in the states, those are the
dom nant or the most known credit rating agencies.

Q Those t hree together are the nost
i nfluential rating agencies in this country; right?

A | woul d agree with that.

Q When a credit rating agency |ooks at a
conpany's debt and deci des what rating to give it,
it looks at risk; right?

A ' m sorry. Can you repeat that? |'m
m ssing sonet hing.

Q When a credit rating agency |ooks at a
conpany's debt and deci des what rating to give it,
it's looking at risk; right?

A Yes.

Q Hi gher ratings equal |ower risk equal | ower
costs; right?

MR. REDDI CK: Say that agai n.

BY MS. POLEK-O BRI EN
Q Hi gher ratings equal |ower risk equal | ower

costs; right?
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A When you're focusing only on debt, that's
correct.

Q Thank you. You know, | just want to do a
little bit nore on the transitional funding
instruments because you seemto know an awful | ot
about them

TFl is, as you said, would secure debt
instruments; right?

A Yes.

Q And they're backed up by a stream of

revenue; right?

A Yes.

Q It's revenues comng fromutility services;
ri ght?

A Fromtransitional funding instrument
charges, not fromutility services.

Q The stream of revenues that makes up the
security is a stream of revenues fromutility

services?
MR. REDDI CK: Asked and answered.
JUDGE DOLAN: What did you say?

MR. REDDI CK: The question was asked and
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answered. The imedi ately precedi ng questi on was
exactly the same.

JUDGE DOLAN: Can you read it? | m ssed the
gquestion. ' m sorry.

MS. POLEK-O BRIEN: Let me just do it this way
t hen.

BY MS. POLEK- O BRI EN

Q Do you agree that the only people who pay
nmoneys that are used to pay off the bonds are
people that receive utility services?

A Yes. The customers of the utility system
are required to pay the instrument funding charges.
Then they produce the revenue that is
collateralizing those bonds.

Q In the case of ComEd, there are customers

taki ng delivery service from Comed; right?

A They will pay instrument funding charges
until those bonds are fully paid off.
Q And customers who are taking bundl ed

service from Comed; right?
A Yeah, through the end of this year, that's

correct.
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Q Do you understand that in connection with
the transitional funding instruments, before they
wer e possi ble, the General Assenbly created a
current interest in a future stream of revenues?

A Yes, produced through the instrunment
fundi ng charge.

Q And if you have a current interest in
something, is it your understanding that you're
able to divest it, give it to somebody else, sel
It to somebody else, trade it?

A |'m not sure if I'"mfollow ng that
representation.

Q | f somet hing belongs to you, you can give

it to somebody else; right?

A If it belongs to you, yes.
Q Okay.
A And there's no restrictions on giving it to

somebody el se, yeah.

Q Okay. And in the case of the transitional
funding instruments, it was up to the utilities
what to do with that interest in the future stream

of revenues; right?
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A No. The ownership of the revenues fromthe

i nstrument funding charges is not the utility's.
It is a special purpose entity, an affiliate of
ConEd.

ComEd has no discretion over what to do
with the revenues produced through instrunment
fundi ng charges. They will be used or passed on to
the affiliate which will make debt service paynents
under transitional funding.

Q Absol utely. So the process that | eads us
to this point is as follows: The General Assenbly
creates a current interest in a future stream of
revenues; right?

A l'"m not famliar with the word "current
interest."” But the General Assembly wil
essentially allow the creation of transitional
fundi ng property, which is an amunt of revenue to
be produced over a certain period of time, which
coll ateralizes bonds that will be sold and
collateralized by the revenue.

Q Yes. Thank you. So the stream of revenues

that come into the utility are not available to the
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utility for the utility's use; right?

A That's correct.

Q They belong to somebody else; right?

A Well, I'"m sorry. Did you say the revenue
stream produced the instrument funding charges?
Those are not available to the utility.

However, the proceeds of the bond issue

were made available to the utility with the
specific intent to reduce the utility's cost of
capital.

Q That's right.

A So the utility did benefit through the
i ssuance of securitization bonds?

Q Absolutely. So in the case of ConkEd, in
exchange for ComEd allowi ng this property interest
to go to the special purpose entity, the speci al
purpose entity used the noney it had borrowed with
t hat based on property and gave the noney to ComEd;
right?

A Gave the bond proceeds to ConEd and the
revenue went to the special purpose entity.

Q And ComEd used those proceeds fromthe
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speci al purpose entity to pay down debt; right?

A And equity.

Q And to pay the costs of the financing that
we' ve been tal king about; right?

A Yes.

Q Now, the benefit of doing all this is that
the bonds that were issued were the highest quality
bonds; right?

A Yes.

Q AAA; correct?

A AAA corporate credit rating, yes.

Q And woul d you agree that the interest rate
on the bonds was the | owest available at the time

in the market ?

A For a corporation, yes. | can't attest to
It being the absolutely | owest. There m ght be
anot her AAA bond issue that was | ower. It was in

t he highest credit rating available in the market
for corporate credit rating.

Q It was substantially | ower than any of the
rates otherwi se avail able to ComEd; right?

A | believe that's true, yes.
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Q Okay. There's been sone negative
perception about the electric industry over the
| ast couple of years; right?

MR. REDDI CK: By whont?
BY MS. POLEK-O BRI EN

Q The public.

A I n answering that, | think it's important

to distinguish the merchant portion of the electric

utility industry and the regul ated aspects of the
electric utility industry.
Overall, the market, especially in the

years 2001 through about 2003, were very |eery of
mer chant energy aspects of the industry because of
certain management practices which are inconsistent
with the best interests of the sharehol ders,
accounting irregularities, false trading
activities. And that caused a significant
liquidity problem in the nonregul ated aspects of
the utility industry during that time period.

As a result, many conpani es have
devel oped a back to basics objective; that is, to

shed a | ot of these higher-risk nonregul ated

2014



10

11

12

13

14

15

16

17

18

19

20

21

22

mer chant activities; power trading, gas trading,
and in sonme cases, even nmerchant station
devel opment .

And it reverted back to a back to
basi cs, back to regulated utility operations. And
t hat has been perceived very positively by the
i nvest ment community because that's referred to as
a poor conpetency for the energy industry.

Utility management are very capabl e of
runni ng regulated utility operations. l[t's much
| ower risk, much more stable cash flows than are
the much greater risk nonregul ated power trade, gas
tradi ng, merchant plant devel opment, w thout a
secure defined customer base for it.

So that, essentially, describes the
I ndustry over the last five or six years.

Q S&P, in particular, credits the improved
credit quality liquidity enhancement to i nproving
credit rating measures resulting primarily from
reduction of high-cost debts and elim nation of
hi gher risk nonutility investments, as well as the

i ndustry shift to a back to basics business nodel
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concentrating on core conpetencies, debt reduction,

and ri sk management;

A

right?

That sounds fam i ar. | can't say you

guot ed what ever you're

readi ng correctly, but that

sounds pretty consistent with what | just said.

Q

That's Lines 90

testimony.

A

Q

to 94 of your direct

Okay. That is a statement from S&P.

Let's ook at how ConmEd did under that

criteria. Okay? ComEd

focusing on its core co

delivers power and ener

right?
A

Q

certainly qualifies as
mpetency; right? It

gy and that's about it;

That's what ComEd does, yes.

And ConEd is do

has in the past; right?

> Lo > O »

|''m not sure |

ing that better now than

agree with that.

Has ConkEd, in fact, |lowered its debt?

Rel ati ve t o whe

n?

Rel ative to what it was a few years ago.

Yes.

Significantly;

ri ght?

It
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A | believe it has reduced debt in a
meani ngful way, yes.

Q Are you famliar with what M. Mtchel
referred to as the accelerated liability management
progranf

A Am | famliar with what he meant by it,
yes.

Q Wth the program

A Yes. It's a debt reduction objective or
pl an.

Q And under the program, ComEd reduced debt

by 1.231 billion; right?

A | believe that's his testinmony, yes.

Q Do you have any reason to disagree with
t hat ?

A No.

Q Despite his focus on core conpetency and

t he substantial reduction in debt, while other
utilities are getting approved ratings, ComEd is
downgr aded; right?

A ConmEd was recently downgraded due to two

events identified by credit rating agencies.
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One deals with the proposed merger
bet ween Exel on and Public Service Electric and Gas
and a concern by credit rating agencies of the
pursuit of growth through acquisitions and
potentially higher risk activities.

The second deals with the |egislative
and regul atory uncertainty in Illinois surrounding
power costs procured recovery.

MS. POLEK-O BRIEN: Move to strike everything
and I'Il just ask it again, if that's acceptable,
and get a yes or no answer.

BY MS. POLEK- O BRI EN

Q The question was, despite the substanti al
reduction, while other conpanies are inproving
their ratings, ConkEd was downgraded; right?

| don't know how that's not a yes or no.

MR. REDDI CK: He did answer the question and
ConEd wi tnesses have been given the courtesy of
explaining their answers. So | don't see any
reason why this witness shouldn't have the same
courtesy. It will simply prolong redirect.

JUDGE DOLAN: " m going to overrule the motion
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to strike.

(Wher eupon, ConEd

Cross Exhibit Nos. 16 and 17 were
mar ked for identification

as of this date.)

MS. POLEK-O BRI EN: | have handed to the wi tness
two documents, one from Moody's Investors Services
that | ask be marked as ComEd Cross Exhibit 16, and
anot her from Standard & Poor's which I will ask to
be marked as ComEd Cross Exhibit 17.

BY MS. POLEK- O BRI EN
Q M. Gorman, are you famliar with those

document s?

A " m sorry. What did you ask ne?
Q If you're famliar with the docunments.
A |*ve | ooked at an awful lot of credit

reports and | know |I've read these captions, so |

believe I'm famliar with them but | can't say for
certain.
Q | f you'd take a monment to | ook at them and

see if they're the ones that you're tal king about.

A Yes, | believe | have seen these before.
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Q And do these, in fact, appear to be the S&P

and Moody's reports related to the downgrade of

ConEd ?
A Yes.
Q When a conmpany i s downgraded, it means that

its credit score is made | ower by the agency;

ri ght?
A Yes, it is reduced.
Q And it neans that the agency believes that

the company is riskier than it was before; right?

A That the credit rating is not as strong as
bef ore, yes.

Q The Commi ssion entered an order that
essentially approved a flow-through of costs and
procurement so |ong as the costs were incurred
using a specific auction process; right?

A | don't know of all the details, but I
believe that's correct.

Q That order was entered on January 24t h,
2005? Does that time frame sound right?

MR. BERNET: 2006.

BY MS. POLEK- O BRI EN
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Q 2006. The time frame was wrong.

A It's been recent since | filed ny direct

testi nmony.

So the "06 -- January of '06 date

sounds correct.

Q Okay. After that order was issued, ConEd' s

rati ngs weren't increased; right?

A No.

Q Okay. In fact, the day after the

Conmm ssion entered its order, S&P and Finch

reaffirmed its credit ratings; right?

A For

(Wher eupon,

reasons stated in those reports, yes.

ComEd

Cross Exhibit Nos. 18 and 19 were

mar ked f or

as

i dentification

of this date.)

BY MS. POLEK-O BRI EN

Q | *ve just handed the witness two nore

documents that | ask be marked as ConmEd -- well,

| et

25,

me start over.

2006,

The one from S&P that's dated January

ask to be marked as ComEd Cross
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Exhibit 17. Let me ask that one be marked as ComEd
Cross Exhibit 19, while the one from Fitch dated
January 25, 2006, be marked as ConEd Cross

Exhi bit 18.

MR. REDDI CK: Wbould you review that again.

MS. POLEK- O BRI EN: Okay. The one from S&P is
going to be ConkEd Cross Exhibit 18. This is 18.
And the other one fromFitch is 19.

BY MS. POLEK- O BRI EN

Q Have you had a chance to take a | ook at
t hose docunments?

A Yes.

Q And are those the documents that, in fact,
do affirmthese agencies' ratings of ComEd?

A Yes.

Q Just | ast week, S&P issued a report noting
that ComEd' s procurenent risks were real,
especially given the political attacks on the

procurement decision?

MR. REDDI CK:  Your Honor, |'m not sure where
this is all going. So | will object because none
of this seens relevant. She's not impeaching the
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wi t ness. The documents don't seemto say anything.

At this point, we're sinply reading into
the record things that ConmEd coul d have put into
the record in its rebuttal testimny. All of these
documents predate surrebuttal testinony.

MS. POLEK-O BRIEN: | actually believe that --
think all -- at |east alnmost all of these documents
are going to be offered as part of M. Mtchell's
testinmony. They were attached to that when it was
filed quite some tinme ago.

| think this is very relevant to the
wi t ness' testimony. He has testified about the
changes in the industry. And |I think it is
perfectly appropriate and i ndeed necessary to --

JUDGE DOLAN: "1l sustain the -- | mean, |'I]1
overrule the objection. So proceed.

BY MS. POLEK- O BRI EN

Q Do you remenber the question?

A No.

Q Al right. Just last week, S&P issued a
report noting that ComEd's procurenment risks were

real, especially given the political attacks on the
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procurement decision; right?

A Well, |ast week S&P issued a report
descri bing a concern about procurement risks. I
can't validate your characterization of their
st at ement s.
(Wher eupon, ConEd
Cross Exhibit No. 20 was
mar ked for identification
as of this date.)
BY MS. POLEK- O BRI EN

Q | *ve handed the wi tness a document by
Standard & Poor's entitled Fuel and Purchased Power
Cost Recovery in the Wake of Volatile Gas and Power
Mar kets, U.S. Electric Utilities To Watch, dated
March 22nd, 2006. And | ask that it be marked as
ComEd Cross Exhibit 20.

M. Gorman, have you had a chance to

take a ook at this docunment?

A Well, not all of it, but some parts of it,
yes.

Q And is this the docunent that you just

t al ked about ?
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A | haven't seen this docunment before.

Q Do you have any doubt that this is, in
fact, a document issued by S&P?

MR. REDDI CK: Obj ection. I rrel evant.

JUDGE DOLAN: "Il sustain that.

BY MS. POLEK-O BRI EN

Q Woul d you take a | ook, please, at Page 3 of
22. That first big paragraph on the page about six
| i nes down, you see where it says, Likew se?

A Yeah, | see it.

Q It says, Likewi se, in states that are
considering rate-cap extensions, the potential for
commodity risk at the electric distributor level is
also high. In these states, distributors may have
to recontract their supplier arrangenments at market
rates, paren, once their current contracts expire,
end paren, while collecting capped, paren, and
potentially below market, end paren, generation
rates from customers.

For this reason, when the Illinois
governor and other |egislators took several

unfavorable actions to prevent Illinois utilities
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fromraising electric rates in 2007, Standard &
Poor's placed Central Illinois Public Service
Company, BBB plus, and Illinois Power Company, BBB
pl us, on credit watch with negative inplications
and lowered its issue of credit rating on
Commonweal t h Edi son Company to BBB plus from A
m nus.

Did | read that correctly?

MR. REDDICK: [|'m going to object. The witness
said | have not seen the document before, hasn't
had a chance to review it. So they read that into
the record sinmply asking, Is that what it says?
This is just reading sonmeone else's docunent into
the record under the guise of cross exam nation.

MR. FOSCO: Staff will join in that. | think
we' ve established there is no foundation for this
document. And we do have a schedule in this
proceedi ng which provided time Iines. And this
docunent does not appear to be directly
contradicting something else to clarify. So I
think it's inappropriate.

Staff hasn't had an opportunity
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certainly to respond to this document. And we
think reading it in like this is unfair and
obj ectionabl e and should not be all owed.

JUDGE DOLAN: Do you want to respond to that?

MS. POLEK- O BRI EN: We have testinony fromthis
wi t ness that S&P, one of the major three credit
rati ng agencies in this country, is influential.
And we have had testimony from hi m about what S&P
t hi nks and says on a nunber of subjects.

| think that this is absolutely rel evant

to his testimony, to the issues before the
Commi ssi on. M. Gorman brought up the issue of
what S&P thinks. That being the case, | think it's
perfectly reasonable that we get a full record on
what it is that S&P said.

JUDGE DOLAN: |I'm going to overrule the
obj ecti ons.

THE W TNESS: Can you repeat the question?

BY MS. POLEK-O BRI EN

Q The question was, did | correctly read the
passage?
A Yes.
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Q M. Gorman, is it reasonable to think that
at |l east one of the things credit agencies want to
see is the outcome of this case?

MR. REDDI CK: Objection. Calls for specul ation.

JUDGE DOLAN: Sust ai ned.

BY MS. POLEK-O BRI EN
Q M. Gorman, does the market, in your expert

opi nion, pay attention to what this Conm ssion

does?
A Yes.
Q Do the credit agencies, in your expert

opi nion, pay attention to what this Conm ssion

does?
A Yes.
Q I n your expert opinion, is it likely that

the market and the credit rating agencies are
waiting to see what the Comm ssion does in this

proceedi ng?

A Yes.

Q So how the Comm ssion rules here in this
case may well inmpact the rating on ComEd' s debt;
ri ght?
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A Well, there's always that possibility. I
haven't seen any statenments from Standard & Poor's
or any of the other credit rating agencies that
they're keying on the devel opment of delivery
service rates in credit rating for ComEd. Rat her,
it is keying nore towards ComEd's ability to fully
recover procurement costs.

Havi ng said that, certainly, the
regul atory decisions here are relevant and
I mportant.

Q How nmuch debt does ComEd have outstandi ng?

A | believe their cap structure shows a
little more than $4 billion.
Q | f what the Comm ssion does in this case

I mpacts the market's view of ComEd, it's also
| i kely that what the Comm ssion does in this
proceeding will impact the cost of ComEd s equity
as far as the market is concerned; right?

MR. REDDI CK: \What was your assunption?

MS. POLEK-O BRI EN: Wuld you read it back

THE W TNESS: | need you to repeat that, too.

MS. POLEK-O BRIEN: Let ne just try it again.
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BY MS. POLEK- O BRI EN

Q We' ve agreed that the market is going to
pay attention to what the Comm ssion does in this
proceedi ng nost |ikely; right?

A Yes.

Q And the end result could inpact ConEd's
debt costs; right?

A It could, but I don't knowif that's a
maj or concern for the credit agencies right now.
It's more lined up with procurenent costs recovery.

Q And what the Comm ssion does in this docket
could also inmpact the cost of ConmkEd's equity;
right?

A Regul atory deci sions can inmprove or erode
credit standing, yes.

Q You' ve been involved with ComEd cases for
quite a long time, haven't you?

A Yes.

Q You testified back in the nuc rate basing
cases; right?

A Yes.

Q s it your opinion that the markets
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typically react to what the Comm ssion does in
ConEd rate cases?

A They woul dn't necessarily react to it, but
they certainly reviewit in terns of the
i mplications on ComEd's rate mechanism s ability to
provi de predictable cash flows and support
financial obligations.

Q And they react either by making an
adjustment if it's necessary or by doing nothing if
It's not necessary; right?

A We find that the regulatory Comm ssion
deci sions were as expected and they support current
credit rating.

Q Okay. Let's switch subjects. Let's talk
about -- let's tal k about forecasted data. Okay?

|'"d like to see if we could do a little
anal ogy. Assume if you would, M. Gorman, that
you're looking to buy an apartment buil ding, small
apartment building to rent out. Okay? When you're
| ooki ng for one, are you going to consider the
nei ghbor hood that the various buildings are in?

A Depends on whet her or not there's favorable
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financing for certain neighborhoods. Otherw se, |
woul dn't consider it. Fi nancially invest nment
obj ective undertaken.

Q And investnment objective is likely to be to
make money; right?

A Profit making investnment objective, yes.

Q So when you're considering various options,
you're going to consider the information that you
have about the nei ghborhoods; right?

A Yes.

Q And you're going to consider information
you have about on what you think those
nei ghbor hoods will be like in the future; right?

MR. REDDI CK: Objection. At this point, it's
irrelevant. I hope we're going to get back to
utilities sometime soon.

MS. POLEK- O BRI EN: Just the fewest questions.
We are absolutely going to get back to utilities.

JUDGE DOLAN: Proceed, please.

THE W TNESS: Yeah, you would have to draw sone
expectations about the rentability of that property

going forward and the | evel of rent you charge for
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It

BY MS. POLEK-O BRI EN

Q And based on what those expectations are,
you're going to set the price you're willing to
pay; right?

A You woul d establish what you believe to be

a fair acquisition price.

Q If five years down the road, after you've
purchased the building, your expectations didn't
turn out to be correct, that doesn't change the

price you initially paid for it five years ago

right?
A That's correct.
Q When we tal k about a return on equity, we

tal k about the cost of equity?

A Yes.

Q It's what a conpany has to pay for the
equity that it has?

A Well, the rate of return it needs to earn
to attract additional equity.

Q You agree that the financial market

determ nes what the actual cost of equity is;
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right?

A The market sets the price of the stock and
t he expected returns on the stock inmply an
i nvestment return expected by the market place. It
is established by the market, yes.

Q And when the market does that, it
establishes based on what it knows and what it
expects to happen in the future; right?

A Yes.

Q So when we need to figure out today what
the cost is, we have to figure out what the market
knows today and what it expects to happen; right?

A Yes, to the best of our ability.

Q And if we're wrong -- strike that.

If it turns out that the market was
wrong in its expectations, that doesn't change what
the price is back when you set it, right, based on
t hose expectations?

A It wouldn't change the price of the
property. It wouldn't change the price of stock.
It would be what the general market value of that

property or security is at that point in time.
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Q Okay. Thank you. ['"mrunning a bit |ong,

so we'll strike that out.
You' re appearing today, M. Gorman, on

behal f of I1EC; right?

A Yes.

Q What compani es make up I1EC in this
proceedi ng?

A | have to reviewthat. | didn't bring that
I nformation with me.

Q Ford Mot or Conpany - -

MR. REDDI CK: Obj ection. He said he didn't
know

JUDGE DOLAN: Sust ai ned.
BY MS. POLEK- O BRI EN

Q M. Gorman, |I'm going to read you a |ist of
companies and tell me if that refreshes your
recoll ection so you no |longer have to go back and
| ook and see who you're representing here. Okay?
Ford --

MR. REDDI CK: Obj ection.

MS. POLEK- O BRI EN: ' m sorry. He doesn't

recall. He has refused anything | have avail abl e
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to refresh his recollection.

JUDGE DOLAN: Counsel, if you wanted to take a
break and give himhis information, | mean, we are
going to get to who he represents one way or the
ot her .

MR. REDDI CK: Let's take a break then.

JUDGE DOLAN: Make it a quick one.

(Recess taken.)
BY MS. POLEK- O BRI EN

Q M. Gorman, have you figured out who you
represent?

A | have.

Q And who is that?

A Seeing the intervention petition which
i ncludes Ford, Foreign Products, Dom er Chrysler --

MR. REDDI CK: Could we just stipulate who these
peopl e are? Ford, Foreign Products, Dom er
Chrysler, Merchandise Mart, Sterling Steel, Thermal
Chi cago, University of Illinois, Abbot,
Caterpillar, Cit-Go.

BY MS. POLEK-O BRI EN

Q M. Gorman, with respect to those conpanies
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t hat you represent that are publicly traded, they

all have pension plans; right?

A | haven't reviewed that.
Q You don't know?
A | don't know.
Q Do you know if | arge corporations
recently -- meaning in the |ast couple of years --

have been increasing their pension contributions?

A No. A |ot of corporations have actually
suspended the fine benefit plans. Those that have
not have needed to make -- well, not all of them
Some have needed to make cash contributions to the
pension plan in order to bring the pension trust
fund assets in line with the current obligations of
their plant.

Q M. Gorman, you take issue with
Dr. Hadaway's use of GDP data in the growth rate,
right, in the DCF anal ysis?

A Well, no, not his use of GDP data. His use
of stale data which doesn't reflect current market
partici pants' expectations of future growth.

Q You say that, quote, Clear evidence
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demonstrates that Dr. Hadaway did not give nore
wei ght to recent GDP forecasts; correct?

A Yes.

Q Did you review how Dr. Hadaway arrived at
the growth rate that he used?

A Yes. He i ncluded a schedul e that devel oped
a 6.6 percent GDP growth rate.

Q Woul d you agree essentially it's an average
of averages?

A It is.

MR. REDDI CK:  Your Honor, while Ms. O Brien is
gat hering a paper, 1've been informed by Co-Counsel
that | m ssed one conpany. M nnow St eel, 1SG

JUDGE DOLAN: Thank you.

(Wher eupon, ConEd
Cross Exhibit No. 21 was
mar ked for identification
as of this date.)

BY MS. POLEK-O BRI EN

Q M . Gol den, 1've handed you a document and
I|'mgoing to ask that it be marked as ComEd Cross

Exhi bit 21.
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What I'd Iike to do is to go through the
met hod you just tal ked about, the method by which
Dr. Hadaway got to his average. W could do it one
of two ways. We can do it on the board step by
step, which is what | was going to do.

But given the tinme, if you can exam ne
this document and tell me if this is a reasonable
representation, not of the numbers, but of the
met hod that Dr. Hadaway used to reach his 6.6
percent GDP rate.

MR. REDDI CK: Before we attenmpt to do that, can
you give us the code; the blue nunbers, the green
numbers, brown nunmbers, red numbers?

MS. POLEK-O BRI EN: Every year has a different

color. That's all.
THE W TNESS: |'m afraid you're going to have to
wal k through it. I have not attenpted to replicate

Dr. Hadaway's GDP historical average.

My observation of his analysis really
dealt with the determ nation of GDP over the
averages and real GDP in those averages and apply

real GDP the 6.6 factor, and then they suggest an
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inflation rate built into that.

And over time, real GDP has been around
3 to 3 and a half percent. Projected inflation
right nowis about 2 and a half percent. Real GDP
proj ections again are about 3 percent.

So, going forward -- and, historically,
real GDPs have been relatively stable, relatively.
What's changed going forward relative to
Dr. Hadaway's historical analysis is the inflation
built into the number. Nom nal GDP is a function
of real GDP and inflation.

His real GDP going forward is consistent
with historical numbers as it is consistent with
consensus econom st projections. The difference
bet ween Dr. Hadaway's number and the consensus
econom st projections is the relative inflation
rate built into the nom nal GDP projection.

Dr. Hadaway has overstated expected
future inflation rates.

Q And then, M. Gorman, the answer to ny
guestion was yes or no?

A The answer to your question is | didn't
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replicate his analysis. | sinply |Iooked at his
data to judge the reasonabl eness of his end result.
And his end result is inflated because it inmplies
an inflation expectation which is way out of line
with projected -- consensus of econom st
projections in the future.

Q M. Gorman, that answer, |ike the |ast one,
IS very unresponsive. But under the assunption
that it's going to save us redirect, |'m not going
to have it stricken.

M. Gorman, you testified just a couple

of m nutes ago that you | ooked at the way that
Dr. Hadaway got to his 6.6 percent growth rate;
ri ght?

A | 1 ooked at his schedul e.

Q Okay. And you agreed that what he did was
t ake an average of averages; right?

A Yes.

Q He took the average of the 10-year and the
20-year and the 30-year, the 40-year, and the
50-year and the 57-year averages and he averaged

t hose averages together; right?
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A Yes.

Q And you testified that clear evidence
denmonstrates that Dr. Hadaway did not give nore
wei ght to nore recent GDP forecasts; right?

A Yes.

Q Okay. Being famliar -- M. Gorman, would
you agree that in Dr. Hadaway's analysis, the
met hod he used to arrive at the 6.6 percent GDP,

t hat each one of those averages includes the GDP
rates for the most recent years?

So, for example, the years 2002 and 2003
and 2004 are captured by the 10-year average, and
the 20-year average, and the 30-year average, the
40, the 50, and the 57-year averages; right?

A | agree.

Q Al'l right. The older data is not captured
in all of the averages; correct?

A Correct.

Q So, for exanple, the data from 1951 only
appears in one of those averages; right?

A Yes.

Q Okay. Does this chart then accurately
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depict the method that Dr.

A | don't

Q Okay. Let
A ' m sorry.
Q MGP cost s,

Hadaway used?

understand this chart.

us tal k again about MGP costs.

What ?

manuf actured gas plant costs.

Do you agree that the amount of MGP

remedi ati on expense that

ConEd' s | ast bundl ed

A | don't

was included in rates in

rate case was $420, 0007

agree with that -- well, | don't

know for certain.

I looked in the | ast order and |

t hought there was $9 dollars of cost included in

the delivery service

Q ' m sorry.

case, | ast general

A | haven'

t

general rate case.

(Di scussion off

rate case.

| said the | ast bundled rate

rate case.

| ooked at the | ast bundl ed

the record.)

BY MS. POLEK-O BRI EN

Q Are you aware that

$20 mllion in 20027

A M. Hill

have to confess,

had t hat

di d not

MGP costs exceeded

in his testimny. And

menori ze those nunbers
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Q Sound |i ke the right ball park?

A 2002, exceeded $20 m |l lion, yes.
( CHANGE OF REPORTER)
Q And in 2003, it exceeded 40 mllion?
A That's correct?
Q And 10 mllion in 20047
A Yes.

Q And it's your position that the rider's not

an appropriate regulatory matter regarding these

costs, right?

A Yes.

Q And they pay with respect to other

environmental litigation --
A My position is the environmental cost
recovery rider should be rejected. If the conmpany

wer e proposing a straight manufacturing gas pl ant

cost, | would have reviewed that separate.

So the company has not asked for

recovery of these costs in the rider separately

fromthe other costs. So | haven't reviewed that
possibility. But the company's environmental cost
recovery rider | believe is inappropriate.
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Q As you sit here, you have no opinion on
whet her in and of itself the manufacturing gas
pl ant, the mediation recovery rider would be
appropriate; is that right?

A Well, | mean, | have an opinion. I think
the Comm ssion's already authorized utilities for
t hat particul ar expense. | f the Comm ssion's
find- -- the Comm ssion finds, the Conm ssion
finds. "' m not suggesting the Comm ssion should
reverse any findings already made.

Q So if the other utilities are allowed to
recovery those costs through a rider, ConmEd shoul d,
too?

A If that's the Comm ssion's finding, yes.
don't think that they're so volatile that they
conpare a ComEd billing on unauthorized returns, as
such to justify a rider. But if the Conmm ssion
permts riders for those costs, then so be it.

MS. POLEK-O BRI EN: Those are all the questions
| have.

JUDGE DOLAN: Thank you. You know, | just have

a coupl e questions.
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EXAM NATI ON
BY
JUDGE DOLAN:

Q Getting back to capital structure, do you
have an opinion as to when a conmpany has too little
equity in it?

A Yeah. | think it is generally an analysis
t hat can be made and clearly shows the credit
rating strength of the underlying capital
structure. And in order to properly reviewthat
credit rating strength, you need to take into
consideration certain circunstances which inmpact
the relative weights of the debt equity in the rate
capital structure and how they would be reviewed by
the credit anal ysts.

And the capital structure is advocated
by Staff and supported by nyself. The compn
equity ratio is 37 percent. | f that were al
corporate capital, which it's not, that would be a
relatively | ow percentage of conmmon equity, and
there would be reason for concern on capital

structures with those relative weights.
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But the distinguishing factor here is
out of roughly $4 billion of utility debt, a little
over $1 billion of it is transitional funding
instrunments, which is a very special debt
i nstrument which does not inpact the corporate
credit rating risk because that transitional
fundi ng debt is collateralized only by the revenues
produced through instrument funding charges.

So it's an animal unto itself. It does
not i mpact the corporate credit rating risks; and,
t herefore, you need to give that consideration in
reviewing the relative common equity ratio for the
rate cap structure.

When you pull out the transitional
funding instruments and just | ook at the cooperate,
the invest- -- the utility investor capital, the
common equity ratio is about 45 percent equity and
55 percent utility corporate debt. That's a
capital structure that is reasonable, in mnmy
judgment , for rate-making purposes.

But the benefit of the transitional

funding instruments is entitled -- customers are
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entitled to that benefit so it needs to be included
in the rate capital structure. And can be done so
wi t hout inpairing the financial and credit standing
of the underlying utility.

So this -- when you do the analysis
correctly, you need to |l ook at the equity ratio
that truly reflects the financial risks of the
enterprise. And the enterprise -- the equity ratio
reflecting ComEd's risk is about 45 percent or 37.

And what common equity ratio then would
be reasonabl e when you're just |ooking at the
corporate obligation, utility investor obligations,
is really based on review of what credit anal ysts
tell us, the appropriate capital structures are for
t he operating and financial risk or the utility
instrument and the conpany specifically.

In this case, ComEd's business profile
scored four with a triple D investment break
offering. So that's in 45 percent conmon equity
rati o and 55 percent utility corporate debt ratio
Is adequate to support the investnent great bond

rating, and is adequate to support ConmEd' s current

2048



10

11

12

13

14

15

16

17

18

19

20

21

22

credit rating.

JUDGE DOLAN: Thank you. Any redirect?

MR. REDDI CK: Ms. O Brien hasn't offered any of
her cross exhibits. My redirect will be affected
by whet her they are adm tted or not.

JUDGE DOLAN: Okay.

MS. POLEK-O BRIEN: | ask for adm ssion of
ComEd' s Cross Exhibits 16, 17, 18, 19, 20 and 21.

JUDGE DOLAN: Any objections?

MR. REDDI CK: Yes. Cross Exhibits 16, 17, 18,
19, and 20 were not used to inmpeach M. Gor man.
They are basically supplements to the surrebuttal
testi nony of ComkEd, materials that they could have.
And Ms. O Brien suggested in at |east one case
actually have amended to the surrebuttal testinmony.

' m not sure that they do anything other
t han gi ve ComEd one nore chance to put things into
the record. Certainly, they're offered to inpeach
M. Gorman. As to No. 21, M. Gorman testified he
did not understand the exhibit. So | object to its
adm ssion as wel | .

JUDGE DOLAN: Okay.
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MR. FOSCO: Your Honor, if I my, Staff, we take
no position on 16 through 19. W would object to
adm ssion of ComEd Cross Exhibit 20. W don't
think there's a foundation; the witness testified
he had not seen the document before.

And | think the sanme objection would
apply to ConkEd Cross Exhibit 21, that the witness
said he didn't review that analysis, so | don't
think there's a foundation for introduction of this
cross exhibit either.

JUDGE DOLAN: We're going to overrule on 16
t hrough 20. They're going to be admtted, but
ComeEd Cross Exhibit 21 is going to be rejected.

MR. REDDI CK:  Your Honor, could we have a few
m nut es?

JUDGE DOLAN: Certainly.

(Wher eupon, a discussion was had off the record.)

JUDGE DOLAN: All right. Back on the record.

Counsel ?

MR. REDDI CK: Thank you, your Honor.
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REDI RECT EXAM NATI ON

BY

MR. REDDI CK:

Q M. Gorman, during the cross-exam nation by

M. Fosco, the counsel for the Comm ssion Staff, he

t ook you through several questions and an exhibit
that was offered that focused on the mechanics of
purchase accounti ng.

Do you recall those questions?

A | do.

Q And in your answers to Mr. Fosco, you
suggested that you took a different approach from
t he approach taken by the Staff witness with
respect to the capital structure. Could you tell
me the approach that you took?

A Yes. Again -- and | think |I had the same
objective as Staff witness Ms. Kight's had, and
that was to identify the amount of Commonweal th
Edi son's capital that supports it's regul ated
transm ssion and distribution utility rate base.

And | did that by first | ooking at the

total capital upon ConkEd' s bal ance sheet and that
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rate base.
So nmy next question was, Well, what's
the difference? MWhat's the major difference

bet ween rate base and capital? The major

difference was a good will asset of about
$4.9 billion. The evidence in the record clearly
shows that that $4.9 billion good will asset is

financed entirely by common equity.

So that good will is not a transm ssion
di stribution asset, it's financed with common
equity, it's appropriate to carve that common
equity out of capital structure and attribute it
only to the good will asset. The good will asset
when it was created, also created conmmon equity

froman accounting perspective at the time of the

mer ge.

So when you take the common equity of
ConmEd of $11 billion of capital and attribute that
to the good will asset, you are left with
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approximately 6 to $7 billion in capital to finance
a $6 billion rate base. And that's typical of what
one normally receives in reviewing the utilities
actual capital structure and rate. They don't
al ways match, but they're generally pretty close.
So in order to identify the capital on
ComEd' s bal ance sheet that supports utility rate
base, | found it appropriate to renmove the conmon
equity supporting the good will asset; because
once again, the good will asset is not a
transm ssion distribution asset.

Q And, in your opinion, would you recomend
that the Comm ssion focus on the mechanics of
accounting for good will and purchase accounti ng,
or on the assets supporting the delivery services?

A Well, the latter -- the objective here is
to establish ComEd's cost of capital and in
i nvesting in utility assets. Common equity
supporting good will is not a part of the cost.
What is a part is the remaining comon equity in
all of the debt that Comonweal th has on its

bal ance sheet to support transm ssion distribution
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1 regulate utility rate base. That's the cost of

2 carrying that rate base.

3 Since the objective in this proceeding
4 is to nmeasure, Commonweal th Edison's cost to

5 providing regulated utility service, it's

6 appropriate to |look at its total capital, identify
7 what part of that capital represents its cost of

8 funding utility plant investnents.

9 And the capital structure proposed by
10 Staff witness Ms. Kight and supported by nyself is
11 the proper assessnent of that capital supporting
12 reqgulated utility rate base.

13 MR. REDDI CK: Your Honors, may | have this

14 mar ked as |1 EC Redirect Exhibit 17

15 (Wher eupon, |1 EC Redirect
16 Exhi bit No. 1 was marked

17 for identification as of

18 this date.)

19 BY MR. REDDI CK:
20 Q M. Gorman, |I'm showi ng you what's been
21 marked for identification as Il EC Redirect

22 Exhibit 1.
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s this a schedule that you prepared?
A It is.
Q And does it summarize the discussion that

you've just offered in response to nmy questions

expl ai ni ng why capital supporting the TVMD rate base

is the proper focus in this proceeding?

MS. POLEK-O BRIEN: | object. |I'mnot sure what

this is redirect of. M. Fosco didn't, through his

Cross, criticize this in any way.

l'"m not -- it's just inappropriate
redi rect and additional continued cross.

MR. REDDI CK: M. Fosco in his gquestions was
attempting to -- as | understood from his
cross-exam nation -- to get M. Gorman to respond
to Ms. Kight's approach to defining the capital
structure.

As | understood her approach, it's
primarily one dealing with accounting mechanics,
how do we account for good will, how do we deal
with the purchase accounti ng. M. Gorman took a
di fferent approach although they ended up in the

same pl ace
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| think it's essential that we clarify
in the record differences between those two
approaches because although they reach the sane
result, attacks on one approach should not be
construed to be an attack on the other approach.

And | want to clarify that M. Gorman's
anal ytics to get the result that he did are not the
same as Ms. Kight's. So that there's no confusion
that criticism of accounting mechani sms woul d
necessarily have an inmpact on M. Gorman's
conclusion. This docunent does --

JUDGE DOLAN: We're going to overrule the
obj ecti on.

Proceed.

THE W TNESS: | did prepare this exhibit to help
illustrate my logic in supporting Staff's proposed
capital structure. Then on Line 1, | showed the
company's total outstanding capital. That's the
amount of common equity and debt reflected on
M. Mtchel's schedul e supporting capital structure
in this proceeding with one adjustment, and that is

| added back in the $2.292 billion of conmmmon equity
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that M. Mtchell recomended renoving fromthe
common equity balance to arrive at their proposed
rat e- maki ng capital structure.

When you add that $2.292 billion back
in, Commonweal th Edi son has total conmon equity in
that capital in the test year of 11 billion
874 mllion dollars.

In the test year, they are proposing a
rate base conposed of much 6 billion 189 mllion
dollars. The difference between the amount of
capital in the conmpany's filing and its T & D rate
base in the test year is 5 billion 685 mllion
dol | ars.

That additional capital clearly is not

being used to finance transm ssion distribution

utility rate base. What is it being used to
finance? Mostly, the good will asset that |
identified in my testimony. The good will has a
bal ance of 4 billion 926 mllion dollars. So nost

of that incremental capital, that's the subject
here, is financing the good will asset, which is a

di stinct asset and separate from the assets
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included in the company's transm ssion and
di stribution regulated utility rate base.
Good will is supported by conmon equity.
It's inportant to remove the common equity fromthe
$11 billion total capital to identify what
capital's avail able to support, and the cost
associated with financing, for regulated utility
transm ssion and distribution utility rate base.
BY MR. REDDI CK:
Q Let me turn your attention to ComEd Cross
Exhi bits 19 and 20.
I n connection with those exhibits,
Ms. O Brien asked you about the reasons for recent
coments by rating agencies with respect to ComEd's
credit risks.
|'"m sorry. 18 and 20, my m st ake.
MS. POLEK- O BRI EN: Are you tal king about the
S&P?

MR. REDDI CK: We're tal king about the S&P and

the S&P -- okay. What the fuel and purchase power
cost recovery base, 20. And the -- 18 is the one
with the Illinois regulators approval head.

2058



10

11

12

13

14

15

16

17

18

19

20

21

22

BY MR. REDDI CK:

Q And in that connection, do you recall that
Ms. O Brien asked you whether those notices from
rati ng agencies discussed the risks to ConkEd with
respect to legislative or regulatory activities?

A They do.

Q Do those sanme publications also discuss
ot her sources of risks for ConEd?

A They do. And, again, initially when
Ms. O Brien asked nme this question, | identified
two significant risks facing ComEd today. One is
related to Exelon's proposed nerger, PSEG.

S&P notes that that merger's for growth
initiatives which represented investments risks,
which is reflected in the credit ratings. And that
Is noted in these credit reports.

In ComEd Cross Exhibit 18, S&P states,
The ratings remain on credit watch any deresol ution
of a nunber of issues, including conpletion of the
merger with Public Service Enterprise Group. That
risk is elaborated a little nmore in the credit

report's attached to M. Mtchell's testimony in
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t hi s proceeding.

On Exhibit -- ComEd Cross Exhibit 20,
S&T makes a sim | ar statenment on Page 18, there it
di scusses Conkd's risk and states, The conpany in
its parent and affiliates are current on credit
watch with negative inmplications pending the
conpletion of a merger with Public Service
Enterprise Group.

So clearly, there are two significant
factors inpacting ConEd's credit rating right now
That is for POLR procurement cost recovery risk,
P-O-L-A-R (sic). And the inplications associ ated
with Exelon's proposed nerger with PSEG.

MR. REDDI CK: That concludes my redirect, your
Honor .

JUDGE DOLAN: Any recross?

MS. POLEK- O BRI EN: No, we're good. Thank you.

MR. FOSCO: None for Staff.

JUDGE DOLAN: All right. Thank you, M. Gornman.

MR. FOSCO: Actually, |1 do have one question
did we nove adm ssion of this docunment?

MR. REDDI CK: Yes. Thank you.
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| do nmove the adm ssion of |I1EC Redirect
Exhibit 1.
MS. POLEK-O BRIEN: And | object to his
adm ssion for the sanme reason | objected to the
gquestions.
JUDGE DOLAN: We're going to overrule it, and
admt |1 EC Redirect Exhibit No. 1.
(Whereupon, |I1EC.
Redi rect Exhibit No. 1.
Was adm tted into.
Evi dence.)
MR. BRADY: Staff calls Staff's witness,
M. Ronal d Li nkenback.
JUDGE DOLAN: M. Linkenback, please raise your
ri ght hand.
(W tness sworn.)

JUDGE DOLAN: Thank you. Proceed, Counsel.
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RONALD LI NKENBACK,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

DI RECT EXAM NATI ON

BY

MR. BRADY:

Q M. Linkenback, you provided testimony for

this case, they were identified as |ICC Staff
Exhi bit 8.0, and | abeled as Direct Testimny with
an e-Docket No. 159366, and filed on Decenmber 23rd,
2005 -- I'"m sorry. | read the wrong line.

159367 is the e-Docket number, and fil ed
on December 23rd, 2005. You had two attachments to
that. The first one is attachment 8.1, which has
an e-Docket number of 159368. And attachment 8. 2,
whi ch has an e-Docket nunmber of 159369. Both of
those were also filed on e-Docket on Decenmber 23rd,
2005.

M. Linkenback al so prepared rebuttal
testi nony, which has been identified as I CC Staff
Exhi bit No. 19.0, was filed on e-Docket on

December -- on February 27th, 2006, and has an
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e- Docket number of 165104.
M. Linkenback, do you have any
corrections to those docunments?

A | do not.

Q And if you were asked the sanme questions
t hat are contained in those documents, would your
answers be the same?

A They woul d.

MR. BRADY: W th that, your Honor, we nove the
documents that we've identified and have already
been filed on e-Docket into the record.

JUDGE DOLAN: Any objection?

MR. REDDI CK: No obj ection.

JUDGE DOLAN: Okay. All right.

| CC Staff Exhibit 8.0 along with
Attachments 8.1 and 8.2 will be admtted into the
record. And ICC Staff Exhibit 19.0 will also be
adm tted into the record.
(Wher eupon, |ICC Staff Exhibit No. 8.0 with
Attachments 8.1 and 8.2 and I CC Staff Exhibit No.
19.0 were admtted into evidence.)

JUDGE DOLAN: Proceed.
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MR. BRADY: Thank you, your Honor.
And with that, we tender M. Linkenback
for cross-exam nation.
CROSS- EXAM NATI ON
BY
MR. BERNET:

Good afternoon, M. Linkenback --

A Good afternoon
Q -- by a couple of m nutes.
My name is Richard Bernet. l'"m a

counsel at one of the counsels for Commonweal th
Edi son. | just have a few questions for you.

Do you agree the Comm ssion should
decide this case based upon the facts presented in
evidence in this case?

A Yes, | do.

Q In connection with the preparation of your
testinony, did you review the direct testinony of
Comed W tness David DeCanmpli?

A Repeat the nane, please

Q Davi d DeCanpl i .

A Do you have the exhibit number?
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Q | believe it was Exhibit 4.0.

A | do not remember | ooking at that, no.
| may have.

Q M. DeCanpli was the ComEd witness that
testified concerning the top 21 capital investnents
t hat ComEd has made since the |ast rate case.

A Thank you. Yes, | did.

Q Okay. | taught you did. And in connection
with M. DeCampli's testinmony, Exhibit 1- --
Exhibit 4.1 admtted into evidence, and
M. DeCampli's testimny was a DVD t hat
M. DeCanpli prepared, did you reviewthat?

A Yes, | did.

Q And you testified that the projects that --
the 21 top capital additions that ComEd made since
the |l ast rate case, that those projects totaled
approxi mately $354 mllion?

It's on Page 3 of your direct.

A That's correct.

Q And that's approximtely 13 percent of the
total rate base increase in this case?

A Correct.
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Q You submtted a series of data requests to
Commonweal t h Edi son Company concerning those top 21
capital additions; isn't that right?

A Yes, | coul d. | selected a representative
portion of those 21.

Q And in Comon- -- but you did submt data
requests to ComEd in connection with that -- your
anal ysi s?

A Yes, | did.

Q And Commonweal t h Edi son answered those data
requests?

A Yes, they did.

Q As a result of your analysis, you concluded
that each of the capital additions described in
M. DeCampli's testimny were used and useful,
didn't you?

A Yes, | did.

Q And you also concluded that each of those

21 capital additions were prudent investnments?

A Again, | |looked at a representative, and
fromthat | assumed that the 21 were reasonable and
prudent.

2066



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Let me ask you a question about Rider 8.
If the Comm ssion in its order in this case
requires ConmEd to provide a credit for
customer - owned transformers, you agree that it is
reasonable to limt such credit to those custoners

actually taking service under Rider 8 on the day of

the Conm ssion's order; isn't that right?
A Yes, | do. Yeah.
Q Now, |I'd like to ask you a few questions,

M. Linkenback, about Ri der POG
Can you tell us what POG means?

A It's a parallel operation of generation.
It's for a qualified facility who has a facility on
ComEd' s service territory that wi shes to sell that
power to either ComEd or to PIJM

Q Okay. And Rider POG is one of the riders

ComEd proposes in this proceeding; isn't that

right?

A That's correct.

Q Have you reviewed the surrebuttal -- excuse
me.

Have you revi ewed the surrebuttal
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testinony of M. Paul Crunrine, ConmEd s director of
regul atory strategies and services, ConEd
Exhi bit 407?

A Yes, | have.

Q Have you al so reviewed the panel
surrebuttal testinmony of Larry Alongi and Tim
Mcl nerney, ComEd Exhibit 417

A Yes, | did.

Q Do you continue to oppose ConEd's proposed
Ri der POG in this case?

A As of the last testimny by ConEd
wi t nesses, yes, | do.

Q And that's those two exhibits | just
descri bed?

A Yes.

Q And you understand that ComEd is proposing
t hat Rider POG replace its existing Rider 4; is
that right?

A Correct.

Q A m nute ago you testified about qualifying
facilities.

Woul d you agree with me that qualifying
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facilities are customers of ComEd that have the
ability to generate energy and sell it into ConEd' s
grid?

A Yes. There's four requirements that define
what a qualified facility is. But, yes, your
general statement is correct.

Q Okay. And ConEd pays for the energy to
Q -- when we talk about qualified facilities, |
m ght use the phrase or the acronym "QFs," and
you'l |l understand that | mean qualified facilities
when | say that?

A That sounds fine.

Q ConmEd pays for the energy that OQF sell to
it, doesn't it?

A Under existing Rider 4, yes, they do.

Q Okay. And woul d you agree that these types
of facilities typically generate |less than 10
megawat t s?

A That, | don't know.

Q But you woul d agree that QFs have been in
ComEd' s service territory for many years?

A Wth that generalization, yes.
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Q You're famliar with Part 430 of Title 83

of the Illinois Adm nistrative Code, right?

A Yes, | am.

Q And you refer to that in your testinony,
right?

A Correct.

Q And that -- that code is entitled Purchase
and Sale of Electric Energy from Cogeneration and
Smal | Power Production Facilities; is that right?

| have an extra copy.

A | have one. Thank you.

That's correct.

Q And that section of the adm n- -- you agree
with me that that section of the Adm nistrative
Code governs the relationship between Conmnmonweal th
Edi son and qualified facilities?

A Yes, that's the rules that the Conmerce
Comm ssion | ooks at, the tariffs and riders that
the utilities wish to put in place that places the
qualified facility tariffs. Yes.

Q Okay. And you said you got a copy of that

regul ation in front of you. l'd like to direct
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your attention to Section 430. 80.

A Got it.

Q Do you have it?

That section of the regul ation describes
three types of contractual arrangenments that are
perm ssi ble between ConmEd and a qualifying
facility; is that your understandi ng?

A At a quick gl ance, yes.

Q And those three contractual arrangements
are standard energy rate, negoti ated energy rate,
and negoti ated energy and capacity rate; is that
right?

A Correct.

Q And is it your understanding that ConmEd's
standard energy rate is that which is found in its
exi sting Rider 4?

A Yes.

Q So a QF has the ability to enter into a
contract with ComEd to sell energy to ComEd at a
negotiated rate; isn't that right?

A Correct, that's one of the three options.

Q And the -- a QF also has the ability to
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enter into a contract with ConkEd to sell energy to
ComEd at a negoti ated energy and capacity rate,
right?

A Correct, the last -- latter two are both
negoti ated rates.

Q Okay. And there's no limtation in the
regul ations on the length of a contract that ComEd
and a qualified facility could enter into for a
negoti ated energy rate, is there?

A Not that | know of.

Q And there's also no limtation on the
| ength of a contract that ComEd and a qualified
facility could enter into for a negotiated energy
and capacity rate; isn't that true?

A That's correct.

Q Now, in existing Rider 4, ComEd lists in
cents per kilowatt hour the price that it will pay
to QF for energy -- that a QF sells to ConEd; is
that right?

A Ri ght .

Q And that's listed in peak and off-peak

peri ods?
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A Yeah, it's peak and off-peak and seasonal
Q Sunmmer and wi nter?
A Yes.
Q So there's four prices set forth in
Ri der 47?
A | think that's correct.

Q And each June 30th, ComEd is required to
revise its Rider 4 rates; isn't that true?

A Correct, as an annual revision.

Q And when ComEd revise those rates, those
rates stay in effect for 12 nmonths; isn't that
ri ght?

A Correct.

Q So ConEd's rates in Rider 4 change every

year?

A That's the way it's been historically.

Q Now, I'd like to direct your attention to
the definition section of section -- Part 430. [''m
sorry. It's 430. 30

Section 430 requires ComEd to set its
standard energy rate based upon its avoided energy

costs; isn't that right?
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A And which definition are you | ooking at to

come up with that statement?

Q Well, I'"m actually not | ooking at a
definition. If you take a | ook at 430. 60, please
A Repeat the question again.

Q Sur e. Section 430.60 of the Adm nistrative
Code requires ComEd to set its standard energy rate
based upon its avoided energy costs, right?

A That's correct.

Q Okay. Now, I'd like you to turn back to
the definition section, please.

Can you read the definition of "avoided
energy costs," please.

A Avoi ded energy costs -- you want me to read
out | oud?

Q Yeah, pl ease.

A The avoided variable costs solicited with
t he provision of -- energy. These costs represent
t he avoi ded costs of fuel and some operating and
mai nt enance expenses or the costs of purchasing

energy.
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| dentifiable capacity charges included
in the purchase power agreements shall not be
included in the affirmati on of avoided energy
costs.

Q So what this nmeans is that when a QF sells
energy to Comkd, that energy displaces energy to
ConmEd with woul d otherwi se have to purchase, right?

A Yes yeah.

Q Since 2001, ComEd has based its avoiding
costs on the cost that it pays for power under the
power purchase agreement that ConEd has with one of
its affiliates; isn't that right?

A That is. [I'mnot too sure of the 2001, but
as of currently, the last few years, that is true.

Q Well, at |l east for 2002 through the
present, right?

A Correct.

Q Okay. And that contract -- that power
purchase agreenment expires on Decenber 31lst, 2006,
doesn't it?

A That is correct.

Q Begi nning on January 1st, 2007, under
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ConEd' s proposed Rider POG, ConmEd's avoi ded costs
will be based upon the PJM spot market price; isn't
that right?

A That's what the Rider POG says.

Q And you agree that the methods to determ ne
t he avoi ded cost values described in Rider POG is
reasonabl e, don't you?

A | think that means the definition of
avoi ded costs very well, yes.

Q And you agree that the PJM spot market
price is an hourly energy price, right?

A Again, that's information that -- provided
by ConEd, yes.

Q But you understand that independently,
right?

A Pardon?

Q You understand that the PJM spot market
price varies --

A | don't -- | don't know first hand, but I
think it seems reasonabl e.

Q Do you know whet her or not spot prices are

vol atile?
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A No, | do not.

Q Staff -- your testi- -- in your testinmny
you, claimthat ComEd should continue to provide
fixed rates in Rider POG that remain | ocked in for
12 nonths at a time, right?

A Repeat, pl ease

Q Sure. You -- in your testinony, you take
the position that ConmEd should continue to provide
fixed rates in Rider POG that would remain in place
for a period of 12 months at a time?

A | think that's a good generalization, yes.

Q And you al so agree -- strike that.

You responded to data requests that
ComEd sent to you regarding Rider POG didn't you?

A Yes, | did. Are we tal king about the
| atest one, 9.0 --

Q Yeah, the nine series.

A Thank you. Yes, | did.

Q And you agree that if your proposal is
accepted and a fixed annual avoided cost rate is
established for Rider POG payments to QFs, that

avoi ded cost rate may not equal ComEd' s actual cost
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of the energy displaced by such purchases, right?

A That's correct, it's unknown.

Q Let me direct your attention to your
rebuttal testinony, Page 2. And, specifically,
Riders -- | mean -- Riders -- Lines 43 through 46.

A Okay.

Q You testified that Rider POG does not
i nclude | ong-term forward-1ooking rate information,
and that the lack of that information is likely to
reduce the nunber of small generating facilities
who choose to operate ComEd's service territory,
right?

A Correct.

Q And when you say "long-term forward-1|ooking
rate information," you're tal king about a 12-month

period there, right?

A 12-mont h versus an hour.
Q In connection with this the preparation of
your testinmony -- strike that.
No qualified facility -- or qualifying

facility intervened in this case, did they?

A Not that | know of.
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Q And there was no preclusion -- there was
not hi ng barring a qualifying facility from
intervening in this case and asserting that it

di sagreed with ConmkEd's proposal regarding Rider

POG, right?
MR. BRADY: "' m going to object. It calls for
specul ati on. It asks for himto identify why a QF

woul d actually intervene in this case

JUDGE DOLAN: The objection is sustained
BY MR. BERNET:

Q Your conclusion about QFs needing long-term
rate information in order to decide whether to
operate ConEd' s service territory is not based upon
any survey of QFs, is it?

A No. And, again, it's the future qualified
facilities those that may consider to operate in
ConEd service territory, not existing qualified
facilities.

MR. BERNET: | nove to strike everything after
“no."

JUDGE DOLAN: Gr ant ed.

MR. BERNET: ["m sorry?
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1 JUDGE DOLAN: It's granted. We'll strike that

2 BY MR. BERNET:

3 Q Let me ask it again.
4 Your concl usion about QFs needing
5 long-termrate information in order to decide

6 whether to operate in ComEd's service territory is

7 not based upon any survey of QFs, is it?

8 A | did not survey existing QFs

9 Q You didn't survey any QFs, did you?

10 A No.

11 Q In fact, in connection with the preparation

12 of your testimny, you had no connunications with

13 any QFs on the subject of Rider POG;, isn't that

14 right?

15 A That's correct.

16 MR. BERNET: No further questions.

17 JUDGE DOLAN: Any redirect?

18 MR. BRADY: Just one question, your Honor.
19

20

21

22
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REDI RECT EXAM NATI ON

BY
MR. BRADY:
Q M. Linkenback, to your know edge -- well,

you recall M. Bernet was asking you about whet her
you had contacted qualifying facilities? Do you
recall that |ine of questioning?

A Yes, | do.

Q Are you aware of whether ComEd had
contacted any qualifying facilities?

A No, | do not (sic).

MR. BRADY: No further questions.

MR. BERNET: Not hi ng mor e.

JUDGE DOLAN: Thank you, M. Linkenback.

MR. BERNET: Thank you, M. Linkenback.

JUDGE DOLAN: M. Brady, you just want to take
care of --

MR. BRADY: M. Spencer ?

JUDGE DOLAN: -- M. Spence and then we'll take
a lunch break.

MR. BERNET: We waive M. Spencer.

JUDGE DOLAN: | know, but he wants to introduce
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hi s exhibits.

MR. BERNET: Oh, okay.

MR. BRADY: Yes, we have some -- | acknow edge
that the -- there's no cross-exam nation for
M. James Spencer.

We want to -- Staff will be filing an

affidavit for M. Spencer sponsoring Staff
Exhibit 9.0, which is his direct testimny and two
attachments, Schedules 9.1 and 9. 2. | have copies
of the affidavit now, or we could just file this
affidavit into the record and then identify it as a
new Staff exhibit, if that is the way you woul d
prefer.

JUDGE DOLAN: Yeah, why don't you do it that
way .

MR. BRADY: Okay. So then we would identify the
af fidavit of James D. Spencer as |ICC Staff
Exhi bit 21.0. And we'll file that |later on today,
t herefore, we don't have the e-Docket number at
this time.

JUDGE DOLAN: Okay. Any objection?

MR. BERNET: No obj ection.
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JUDGE DOLAN:

Exhibit 9.0, al

All right. So we have I CC Staff

ong with ICC Staff Exhibit 9.1 and

| CC Staff Exhibit 9.2 will be admtted into the

record along with ICC Staff Exhibit 21.0, which

also will be admtted into the record.

MR. BRADY:
clarification,
9.2 so maybe |

JUDGE DOLAN:

And just as a point of
maybe | -- there's Schedules 9.1 and
m sspoke.

Okay. No, you didn't. Okay.

Schedule 9.1 and 9. 2.

MR. BRADY:

JUDGE DOLAN:

(Wher eupon, |1CC Staff

Exhi bit Nos. 9.0, 9.1,

9.2 and 21.0 were

adm tted into eidence.)
Thank you.

Thank you. And with that, we're

going to take a break until 1:15. We'II| reconvene.

(Wher eupon, a lunch break

was had.)
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AFTERNOON SESSI ON: 1:15 P. M

JUDGE DOLAN: All right. Back on the record.

Counsel, you ready to proceed?

MR. BERNSTEI N: We are.

JUDGE DOLAN: Okay.

MR. BERNSTEI N: Our next witnesses are Messes
Fernandes and McCaul ey appearing as a panel

JUDGE DOLAN: All right.

Gentl emen, you want to raise your right
hand.

(W tness sworn.)

JUDGE DOLAN: Thank you.

MR. BERNSTEIN: For the record, my nane is
Eugene Bernstein appearing on behalf of
Commonweal t h Edi son Company this afternoon.

M. Fernandes and McCaul ey sponsored
only two pieces of testinony. They did not put in
direct testimony. They put in rebuttal testinony
and surrebuttal testinony.

Their rebuttal testimony is ComEd
Exhi bit 28.0 dated and it's filed January 30th,

2006, and there are three attachments, A, B and C,
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to that testimny as well.
Their surrebuttal testinmny was dated
and filed March 14, 2006 as ComEd Exhibit 44.0.
And there are two attachments, | believe, to that
testinony -- no, actually there's three.
JUDGE DOLAN: Three
MR. BERNSTEIN: We mpve the admi ssion into
evidence of those two exhibits, tender Messers
McCaul ey and Fernandes for cross-exam nati on.
JUDGE DOLAN: Well, M. Bernstein, for purposes
of panel testimny, we've been holding off until
they testify just so it's clear on who's doing
what .
So if you would just remenber that at
the end -- these exhibits, okay?
M. Bal ough -- or you're going to go
first? Okay.
MR. POWELL: Yes, your Honor.
Thank you.
ALLAN FERNANDES and PETER McCAULEY,
called as a witness herein, having been first duly

sworn, was exam ned and testified as foll ows:
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CROSS- EXAM NATI ON

BY
MR. POWELL:
Q Good afternoon, M. Fernandes,
M. MCauley. MW name is Mark Powel |. | represent
the City of Chicago in this matter and | have sonme

guestions. They all relate specifically to your
testimony.
l'd like to start with your rebuttal
testinony. Specifically, Page 14, Lines 306 to 08.
JUDGE DOLAN: ' m sorry. Proceed.
BY MR. POWELL:

Q Are you there?

W TNESS Mc CAULEY: Yes.

W TNESS FERNANDES: Yeah.

Q There, you state that allow ng rider
recovery of MGP remedi ati on costs would provide
ConEd with flexibility to respond to environment al
remedi ati on and cl ean up needs quickly and
t horoughly and renmove any financial disincentives
to do so.

Did | say that correctly?
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Now, are you saying that unless proposed
Ri der ECR i s approved, ComEd m ght not respond to
environmental remediation and cl ean-up needs quick
and t horoughly?

W TNESS FERNANDES: Coul d you please repeat that
first question? Because you mentioned MGP
counsel. | don't believe that's represented in
this line in here.

Q Okay. You state with respect to
environmental remediation costs that a rider
recovery, such costs would provide ConmEd with the
flexibility to respond to environmental remedi ation
cl eanup needs quickly and thoroughly and remve any
financial disincentive to do so; is that correct?

W TNESS FERNANDES: That is correct.

Q And ny question was, are you saying that
here, that unless proposed Rider ECR is approved,
ConmEd m ght not respond to environment al
remedi ati on and cl eanup needs quickly and
t hor oughl y?

W TNESS FERNANDES: No, that's not what the

report i s saying. | do believe it's saying that we
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woul d continue to respond regardl ess of whether we
get or do not get the rider ECR

Q Okay. And that -- turning to Page 7, Line
143 of your rebuttal testinmony.

MR. BERNSTEIN: |I'm sorry. May have t hat
reference again?

MR. POWELL: Sure. Page 7, Line 143, rebuttal
BY MR. POWELL:

Q Are you there?

W TNESS FERNANDES: Yes, | am

Q You state that ComEd does not have
discretion to ignore federal and state
environmental |aws and, thus, to avoid the costs;
is that correct?

W TNESS FERNANDES: That is correct.

Q Now, woul d you agree that ComEd has
di scretion to pursue other potentially responsible
parties or PRPs, if there are any?

W TNESS FERNANDES: Yes, and we do do that

during these remediation.

Q Woul d you al so agree that if another party,

anot her PRP asserts that ComEd is |iable under
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federal and state environnmental |aws, ComEd has --
ComEd has discretion to challenge that assertion?

W TNESS FERNANDES: ' m sorry. Coul d you pl ease
t hat question?

BY MR. POWELL:

Q Sur e. Sur e.

Woul d you agree if another party asserts
that ComEd is |iable under federal and state
environmental |aws, ComEd woul d have the option of
chal l engi ng that assertion?

W TNESS FERNANDES: Yes.

Q Now, turning to Page 9 of your rebuttal
testinony, Line -- Lines 192 to 94. You state that
to make property once used for transm ssion and
di stribution of electricity, i.e., substations and
service centers, marketable, ComEd nmust ensure
environmental conditions are perfect for future
devel opnment .

Did | read that correctly?

W TNESS FERNANDES: Yes, you did.

Q s it your testimony that ComEd should be

able to recover through a rider costs it incurs to

2089



10

11

12

13

14

15

16

17

18

19

20

21

22

make property mark

et abl e?

W TNESS FERNANDES: Wel |,

| do believe that

M. Crunrine nore appropriately addresses that

because ny understanding of the rider would be

t here woul d be an

annual reco

nciliation here as to

prudency of the incurred costs.

Q Okay. And turning to Pages 15 to 16 of

your rebuttal testimny. You

procedures ComEd has in place

environment al cost

s; is that

di scuss vari ous

to mnimze

correct?

W TNESS FERNANDES: That is correct.

Q s it your

testimony that ComEd is not

required by law to mai ntain and adhere to these

procedures?

W TNESS FERNANDES: ' m so

repeat that again?

Q Sur e. I's

rry. Could you please

it your testinmony that the

procedures you've descri bed on Pages 15 and 16 of

your rebuttal test

i mony that

m nimze environnmental costs,

that ComEd i s not

procedur es?

requi red by

ConmEd has in place
is it your testimony

| aw to mai ntain those
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MR. BERNSTEIN: | think |I'mgoing to have to
observe to the extent that calls for a |ega
concl usi on.

"' m not sure what you mean by "required

by law." 1I'ma |awyer and | don't know what it
what it means. | doubt the witness knows what it
means.

JUDGE DOLAN: Can you rephrase the question?
BY MR. POWELL:

Q Sur e. Is it your testinmony that the
procedures you've descri bed ComEd has in place
t hat ComEd undertook these -- put them in place
voluntarily?

W TNESS FERNANDES: Yes, it is the -- known part
of doing business in terms of trying to mnimze
the costs on these remedi ation sites.

Q l'd like to turn now to Attachment C to
your rebuttal testinony, which -- do you have it?
W TNESS FERNANDES: Are you referring to the

federal and state environmental |aws?

Q Yes. Yes.

W TNESS FERNANDES: All right.
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Q And that attachment, Attachment C,

I dentifies various federal and state environmental
| aws and the dates on which they were amended; is
t hat correct?

W TNESS Mc CAULEY: Correct.

Q Now, does the fact that you included a
particul ar federal or state environmental |aw on
this chart mean that you believe ConEd is |iable or
Is potentially Iiable under that particular |aw?

W TNESS FERNANDES: It may apply to some of
these [ aws. \What we were trying to show is that
these | aws are constantly changi ng and that we have
to conply with these existing |laws and the changi ng
| aws.

So some of them may or may not apply. |
won't say all of them apply to all sides, but this
Is a general overview of the changing environment
of devel oping | aws and regul ati ons.

Q Okay. Specifically, ComEd is not currently
i ncurring any environmental costs that would be
subject to proposed Rider ECR under the Clean Air

Act; is that correct?
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W TNESS McCAULEY: To the best of my know edge
that's correct.

W TNESS FERNANDES: And it is ny understanding,
too, that is correct.

Q And, simlarly, ComEd is not incurring
costs under the Safe Drinking Water Act at this
time; is that correct?

W TNESS McCAULEY: To the best of my know edge

W TNESS FERNANDES: Well, if you | ook at
drinking water, | mean, if you have a site that has
contam nation and it impacts a potable water supply
source, you could be under the Safe Drinking Water
Act .

But at the present time, | guess you can
say we don't have any of the sites that are under
the Safe Drinking Water Act.

Q Thank you.

l'd like to ask you to refer to your
surrebuttal testinony now, Page 6, Lines 124
t hrough 26. There, you state that when multiple
parties, including both regul ated and unregul at ed

parties, are collectively working at remedi ating a
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contam nated site, any incentives to mnim ze costs
t hat conpetitive businesses have will be reflected
within the entire group.

Did | read that correctly?

W TNESS McCAULEY: Correct.

W TNESS FERNANDES: Yes, you did read that
correctly.

Q Woul d you agree that PRPs, whether they are
regul ated or unregul ated, have an incentive to
m nimze their own remediati on costs?

W TNESS FERNANDES: Well, it does depend with --
on which programyou are on under; but, overall, |
woul d say we would like to mnim ze the costs on
t he project.

Sometimes the projects are mandated by
t he government and they would provide you with the
remedi ati on and the type of remedi ati on that needs
to be conpleted. And then, basically, you're --
you are under -- order sometinmes. And at that
time, you may not have an opportunity to mnimze
t he cost.

But, overall, yes, we would like to --
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the group would like to mnimze that cost on the
proj ect?
Q When you say "group," do you mean the other
PRPs?
W TNESS FERNANDES: That is correct. The other
PRPs. That's what | mean by group.
MR. POWELL: Thank you.
| have nothing further.
JUDGE DOLAN: Thank you.
M . Reddi ck?
CROSS- EXAM NATI ON
BY
MR. REDDI CK:
Q M. Fernandes, nmy name is Conrad Reddick
and | ' mrepresenting the I1EC, the Illinois
| ndustrial Energy Consumers.
I n your testimony, you refer to
i ncremental environmental cost. \What's that term
mean?
W TNESS FERNANDES: It is my understanding, and
| know Mr. Crunrine will further el aborate on this,

but my understanding is the costs that are incurred
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by the Conpany in association with environment al
activities at a particular site.

W TNESS Mc CAULEY: Basically, outside costs. It
doesn't include our internal management costs.

Q It would, for instance, include
subcontractors costs, but not your salary?

W TNESS McCAULEY: Correct.

Q And the distinction that you' re making for
i ncrenmental means, basically, outside the Conpany's
usual compl ement of enpl oyees and activities?

W TNESS FERNANDES: Well, | know there's a
definition that's been defined in the rider. Li ke
| said, M. Crunrine would better be able to
provide you with the exact definition.

My understanding is it's a cost that's
i ncurred by the company associated with the
activities on a remediation site.

Q Do you believe that ConmEd has been diligent
in its environmental remediation efforts over the
years?

W TNESS FERNANDES: |'"m sorry. Coul d you pl ease

repeat that.
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Q Sure. Do you agree that ComEd has been
diligent in its environmental remediation efforts
over the years?

W TNESS FERNANDES: Absol utely.

Q And part of that diligence was to identify
potential sites where remediation m ght be
required?

W TNESS FERNANDES: Well, it depends if you're
tal ki ng about just MGP or nonMGP sites.

Q Do you use them differently?

W TNESS FERNANDES: Well, the -- we don't -- the
contam nants are the same, whether it's an MGP or a
nonMGP. We consider it as an environment al
remedi ation site. And the |laws that we have to --
the regulation that we are under are the sane.

And so we have to clean it up to the
same standards that are promul gated by the agency
of the agency, whether it's MGP or nonMGP site.

Q Are you equally diligent whether the
potential contam nation is at an MGP or nonMGP
site?

W TNESS FERNANDES: Absol utely.
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Q And you've done it to the best of your
ability?

W TNESS FERNANDES: Absol utely.

Q Okay. Wbuld anot her aspect of your
environmental remediation activities be to design
remedi ati on programs to meet those responsibilities
under the various |aws and regulations you cite?

W TNESS FERNANDES: Coul d you pl ease repeat that
one nore tinme?

Q Woul d anot her aspect of your environmental
remedi ation efforts be to design prograns that
woul d allow you to comply with your
responsibilities under the various | aws and
regul ations that you cite in your testimony?

W TNESS FERNANDES: Yes.

Q When | say "program™"™ | mean a planned
sequence of remediation activities. I s that
consi stent with your understandi ng of what a
programto remedi ate environmental contam nants
woul d be?

W TNESS FERNANDES: For the MGP sites, yes. But

for the nonMGP sites, the broad range of sites.
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And some of theminvolve the day-to-day response to
emer genci es, but we do have contractors in place
that can respond to us and make sure that we are
cleaning up the sites.

So if you want to call that a program
yes, | would say that would be considered a
program

Q And do the programs --

W TNESS McCAULEY: | was just going to mention
as it applies to the cleanup of a site, because the
I nherent uncertainties with these sites is that
really, the -- we have to take a step-by-step
approach, and we don't know what we're going to
be -- the outcome is going to be until we
i nvestigate the site, develop remedial objectives,
devel op a cleanup plan for the other stakehol ders
(sic).

So we don't have a scheduled plan in
pl ace at the beginning of a project. That devel ops
as we go through the process.

Q No, of course not. But -- but would you

agree that your diligent environmental remediation
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efforts would mean that you would, in fact, do the
t hings that you just described. You would

i nvestigate the site. You woul d devel op a program
to remedi ate the site and you would move forward
with that?

W TNESS McCAULEY: That is the -- correct.

Q Correct.

And - -

W TNESS FERNANDES: But -- excuse ne. "' m
sorry. That's the approach for the MGP sites,
typically. Like | said, we have day-to-day
responses that we have for the nonMGP sites.

Q Emer genci es asi de

W TNESS FERNANDES: Okay. | just want to
clarify that.

Q When you reach the point of putting in
pl ace a remedi ation programthat is a planned
sequence of activities to remediate a particul ar
site, MGP or nonMGP, does that only -- I'msorry --
does that also involve projection of costs for
remedi ati on and expenditures and establishing

budgets on some regul ar cycle?
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W TNESS FERNANDES: The estimates that we put
pl ace are based on a point in time, and those
estimates constantly change once we get nore
information froma particular site.

And as a result of it, - it shows -- |
mean, our costs basically change constantly; but,
yeah, we do budget for the year based on what we

projected to have conpleted. But based on the

in

i nformati on that we gather during the course of the

I nvestigation, our costs also change.
Q And that's true of any budgeting
activities, isn't it?
W TNESS FERNANDES: It could be.
MR. REDDI CK: Not hing further.
Thank you.
JUDGE DOLAN: Thank you.

CROSS- EXAM NATI ON

BY
MR. FEELEY:
Q Good afternoon. M. Fernandes,

M. MCauley. MWW name is John Feel ey and |

represent the Staff. | have a few questions for
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you.

W TNESS FERNANDES: Good afternoon.

W TNESS McCAULEY: Good afternoon, John.

Q If | could direct your attention to your
surrebuttal testinmny, Pages 2 through 3. Do you
have that in front of you?

W TNESS Mc CAULEY: Yes.

W TNESS FERNANDES: Yes, | do.

Q On those pages, you discuss the volatility
of MGP and nonMGP costs, correct?

W TNESS McCAULEY: Correct.

Q And - -

W TNESS FERNANDES: That's right.

Q -- also direct your attention to your
Attachments 1 and 2 to your surrebuttal testinony.

Do you have those?

W TNESS Mc CAULEY: Yes.

W TNESS FERNANDES: Yes.

Q And in those Attachments 1 and 2, you're
also trying to represent what you find to be
volatility between MGP and nonMGP costs, correct?

W TNESS FERNANDES: Well, it shows separately
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that their -- that their costs are volatile for MGP
as well as nonMGP costs. lt's not between MGP and
nonMGP.

| don't know. Maybe | m sunderstood the
gquestion.

Q You're -- you're attenpting to show t hat
both are, in your opinion volatile, correct?

W TNESS FERNANDES: Absol utely.

Q Okay. If you can | ook at your
Attachment 1, and you have a chart there -- well,
there's a chart, one showi ng MGP costs and ot her
nonMGP costs, correct?

W TNESS FERNANDES: That is correct.

Q And for the MGP costs, the scale on your
chart is what? It's approximately five mllion; is
that correct?

W TNESS FERNANDES: Yes.

Q So the vertical axis you're show ng
i ncrements of five mllion dollars, correct?

W TNESS FERNANDES: That is correct.

Q Okay. And the chart for nonMGP costs, the

scale there is in 500,000, correct?
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W TNESS FERNANDES: That is correct.

Q Okay. Now, if the same scale had been used
for both charts, that is, if you had used for your
nonMGP costs a scale of five mlIlion, which was the
scal e that you used on your MGP costs, what
woul d -- what would the chart | ook |Iike for the
nonMGP costs?

A | don't have a computer in front of me, but
Il think it would show the same thing. There's
volatility in the cost.

Q Well, wouldn't that line graft that you're
showi ng be basically alnmost flat to get to a five
mllion scale versus a 500,000 scale that you're
usi ng?

W TNESS FERNANDES: Well, | haven't charted it.
And, like I said, | still don't believe it would be
flat. It would still show a fluctuation, if you
| ook at the actual nunbers.

Q Well, you would -- would the -- with the
graphic representation, it would be different,
woul dn't it, for putting on MGP when you use a five

mllion dollar scale versus a $500, 000 scale?
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W TNESS FERNANDES: Yeah, | mean it would be
different.

Q It would be different.

And if you went on your MGP cost chart,

if you used the $500, 000 increment instead of a
five mllion, wouldn't that chart be nmobre extreme
t han what you're showi ng there?

MR. BERNSTEIN: It wouldn't fit on the page.

MR. FEELEY: |'m sorry?

MR. BERNSTEI N: It wouldn't fit on the page.

MR. FEELEY: Well, are you adopting that answer
as your counsel.

MR. BERNSTEIN: No, | was making a sarcastic --

W TNESS FERNANDES: No.

MR. BERNSTEI N: Strike that.

W TNESS FERNANDES: It would be different
t han - -
BY MR. FEELEY:

Q And would be a -- the graphic
representation would show a drastic change,
correct, conpared to the nonMGP costs?

W TNESS FERNANDES: It would show a drastic
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change, but let me mention something --

Q Thank you.

Woul d you agree -- now, if we could | ook
at your Attachment 2. There, you have figures
again for MGP and nonMGP costs, correct?

W TNESS FERNANDES: "' m sorry. What are you
referring to, please?

Q Your Attachment 2, that table that you
have.

W TNESS FERNANDES: Okay.

Q You have figures there for MGP costs and
t hen another table for nonMGP costs, correct?

W TNESS FERNANDES: That is correct.

Q Okay. Would you agree, subject to check,
that the percentage changes in MGP costs for the
peri od shown on your Attachment 2 range from a
decrease of approximately 74.25 percent to an
i ncrease of approximtely 103 percent?

W TNESS FERNANDES: That woul d be subject to ne

doing the cal culation, but | haven't done that out
her e.
Q Do you have a cal cul ator ?
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MR. BERNSTEIN: M. Feeley, for the sake of
giving the witness some fair opportunity to check
this, how did you make the calculation? MWhat is
t he base that -- the cal culating percentage from - -
of f what ?

MR. FEELEY: From what period to the next.

MR. BERNSTEIN: So your starting point is the
first year --

MR. FEELEY: Yes.

MR. BERNSTEIN: -- in each case?

MR. FEELEY: No. To go from-- you're | ooking
at one year. 2001 to 2002, what's the percentage
change?

W TNESS FERNANDES: Are you | ooking at nonMGP or
MGP cost s?

Q My first question was about MGP costs.

W TNESS FERNANDES: Okay.

MR. McCAULEY: The range that you had provided
us again?

Q A decrease of 74.25 percent to an increase
of 103.3 percent.

W TNESS FERNANDES: | don't understand where
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you're getting the decrease of -- if you starting
at 2001, we had 11.4 mllion dollars moving out of
2002, 29. 2. And - -

Q Looki ng at from one year to the next. Look
at 2001 to 2002. Mhat's the change? Then go to
2002 to 2003. Mhat's the change? Then 2003 to
2004, what's the change?

W TNESS FERNANDES: To me, it |ooks |ike about
an 80 to 90 percent increase from 2002 to 2002.
From 2002 to 2003, it's about 103, 104 percent.

And then there's a decrease of.

W TNESS McCAULEY: \What was the figure you -- 75
percent, was it, or 78 percent?

Q Just under 75 percent.

W TNESS FERNANDES: That's what | ooks |ike --

W TNESS Mc CAULEY: Be correct.

Q Okay. Now, if you | ook at the nonMGP costs
in your table there. Putting aside the change from
2002 to 2003, would you agree that the variations
fromany one period to the next is |less than 20
percent?

W TNESS FERNANDES: And why woul d we renove the
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2002 to 2003? WVhy woul d we not | ook at

t hat ?

Q " m saying putting aside the change from

2002 to 2003, the other changes fromthe period to

the next period is |less than 20 percent?

W TNESS FERNANDES: Gi ve or take,

but we haven''t

represented 2005 costs which would be another -

Q Thank you. | -- move on to ny next

question.

W TNESS FERNANDES: Okay.

Q Just direct your attention to Page 6 of
your surrebuttal testinony. Directing your
attention to Lines 112 and 117. Do you see that in
your testinony?

W TNESS Mc CAULEY: Yes.

Q And you're tal king about |and acquisition
costs.

W TNESS FERNANDES: We're tal king about | and
acquisition costs -- remediation fromthese cites.

Q Okay. Now, have you had the chance to
review Mr. Crunrine' s testimony, in particular, his

surrebuttal testinmony on the issue of

acquisition costs?

| and
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W TNESS Mc CAULEY: | briefly reviewed it.
Q Okay. Would you agree that in his
testinony, he stated that ComEd is going to accept

staff's proposal with respect to | and acquisition

costs and -- do you recall that in his testimony?
W TNESS McCAULEY: | do.
Q Okay. And are you in agreenment with

M. Crunrine that ComEd is accepting Staff's
proposal to exclude | and acquisition costs subject
to certain | anguage nodifications from recovery
under Ri der ECR?

W TNESS McCAULEY: Well, M. Crunrine speaks on
behal f of the company in that regard and this is
the area he reports on.

So the answer is he's speaking for the
conpany and that's -- Allan and myself are here.

Q So you agree with that testinony of
M. Crunrine on that issue then?

MR. McCAULEY: Correct.

MR. FEELEY: Just one second.

Thank you. That's all | have.

W TNESS FERNANDES: Thank you.
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JUDGE DOLAN: Any redirect?
MR. BERNSTEIN: Can we take just a mnute in
pl ace? We don't need to nove.
JUDGE DOLAN: Sur e.
REDI RECT EXAM NATI ON
BY
MR. BERNSTEI N:
Q One of you -- | don't recall which --
I ndicated in response to a question, | think it was
fromthe City of Chicago regarding the application
of the Clean Air Act to ConEd's sites. And |
believe you indicated that, currently, there were
no sites that were subject to Clean Air Act
regul ati on.

When you gave that answer, were you
considering the possibility that the regul ati on of
asbestos may occur under the Clear Air Act?

W TNESS FERNANDES: You are correct.

| mean, we are actually under the Clean
Air Act and not only for the asbestos abasenent,
but also the MGP site and the em ssions that come

fromthe remedi ati on of the MGP cites.
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So we are definitely under the Clean Air
Act .

MR. BERNSTEIN: That's all.

JUDGE DOLAN: Okay. M. Bernstein, did you say
that on ComEd 44.0, there was three attachments?

MR. BERNSTEIN: | may have m sspoken in that
regard. Let me count them.

We have a page sort of dangling at the
end. It's not separately designated as a separate
attachment and |I'm not clear --

JUDGE DOLAN: Okay. My copy only had two. So
that's why | was trying to clarify one way or the
ot her .

| had the --

MR. BERNSTEIN: There are two, and then there is
this third page called Total Expenditures From
I ncremental and Environmental Costs |ncurred by
ConEd for Asbestos Abasement, and | don't know how
t hat page was stapled as it was fil ed.

MR. FEELEY: | just have two.

JUDGE DOLAN: Okay. | don't have that one about

t he asbestos either, so..
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MR. BERNSTEIN: [I'msorry. |I'minformed that
that third page was a work paper and it is not part
of the exhibit as filed.

JUDGE DOLAN: Okay.

MR. BERNSTEIN: So it is two. I m sspoke.

JUDGE DOLAN: Okay. Then at this time, you want
to introduce these exhibits into the record?

MR. BERNSTEIN: Yes, just the two attachments.

JUDGE DOLAN: Okay.

MR. BERNSTEIN:  We would renew our notion for
adm ssion into evidence of the two exhibits, ComEd
Exhi bit 28 and attachments and ComEd Exhi bit 44 and
attachnments.

JUDGE DOLAN: Any objections?

MR. POWELL: No.

JUDGE DOLAN: Okay. Then ComEd Exhibit 28.0
along with Attachments 28-A, 28-B and 28-C will be
adm tted into the record, and ComEd Exhibit 44.0
along with Attachments 44-1 and 44-2 will be
admtted into record.

Thank you.
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(Wher eupon, ComEd

Exhi bit Nos. 28 and 44 were
admtted into evidence as
of this date.)

MR. TOWNSEND: Good afternoon, your Honor --
good afternoon, your Honors. Chris Townsend
appearing on behalf of the Coalition of Energy
Suppliers.

Just as a matter of housekeeping, we'd
| i ke to introduce and nove into the record the
testinmony on behalf of the Coalition of Energy
Suppliers and affidavits that we have hard copies
of here.

What we will do, consistent with the
procedures that Staff outlined this nmorning, we
will file via eDocket the affidavits as additional
exhi bits on behalf of the Coalition of Energy
Suppliers.

Woul d you like me to read into the
record the description of the various exhibits,
your Honor ?

JUDGE DOLAN: Yes, please
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MR. TOWNSEND: Exhibit No. 1.0 is the direct
testinmony of Phillip R O Connor, Ph.D., with
Attachments 1.1 and 1.2.

Exhibit 2.0 is the direct testimony of
John Clark and Jennifer Whit (phonetic) with
Attachment 2.1.

Exhibit 3.0, revised, is the direct
testi nony of John L. Domagal ski,
D-o-ma-g-a-l-s-k-i, with Attachment 3. 1.

Exhibit 4.0 is the direct testinony of
Mary Meffe, Me-f-f-e, with Attachments 4.1 through
4.4,

Exhibit 5.0 is the rebuttal testimny of
Phillip R. O Connor and John L. Domagal ski .

Exhibit 6.0 is the rebuttal testimny of
John Cl ark and Jennifer Whit.

Exhibit 7.0, revised, is the rebuttal
testinony of Mary Meffe.

We also, as | mentioned, have affidavits
of the witnesses here.

CES Exhibit 8 will be the affidavit of

Phillip O Connor -- |I'msorry, Phillip R. O Connor.
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Exhibit 9 is the affidavit of John
Domagal ski .

Exhibit 10 is the affidavit of Jennifer
Whi t .

Exhibit 11 is the affidavit of John
Clark, and Exhibit 12 is the affidavit of
Mary Meffe.

And with that, | move for the
I ntroduction of the aforementioned exhibits.

MS. POLEK: ComEd has no objection.

JUDGE DOLAN: Okay. All right. Then with that,
we'll just make sure | have it right before you
wal k away.

We have CES Exhibit 1.0, along with
Attachments 1.1 and 1.2, which will be admtted
into the record.

CES Exhibit 2.0 along with
Attachment 2.1, which will be admtted into the
record.

CES Exhibit 3.0 along with the
Attachment 3.1 which will be admtted into the

record.

2116



10

11

12

13

14

15

16

17

18

19

20

21

22

CES Exhibit 4.0, along with attachments
4.1 through 4.4, which will be admtted into the
record.

CES Exhibit 5.0, CEO -- CES Exhibit 6.0,
which will be admtted into the record.

CES Exhibit 7.0, revised, which will be
admtted into the record, and then CES Exhibit 8.0
which will be admtted into the record.

CES 9.0 which will be admtted into
record.

CES 10.0, which will be admtted into
the record.

CES 11.0, which will be admtted into
the record, and CES 12.0, which will be admtted
into the record.

MR. TOWNSEND: That's correct, your Honor .

JUDGE DOLAN: Thank you.

MR. TOWNSEND: Wbould you |like hard copies of the
affidavits?

JUDGE DOLAN: It's not necessary.

MR. TOWNSEND: They will be filed this afternoon

then on eDocket.
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(Wher eupon, CES
Exhi bit Nos. 1 - 12 were
admtted into evidence as
of this date.)
JUDGE DOLAN: Thank you.
MR. TOWNSEND: Thank you.
JUDGE DOLAN: All right.
M. Rooney, are you ready to proceed
t hen?
MR. ROONEY: Thank you, your Honor. John Rooney
on behalf of Commonweal th Edi son Conpany, and
for -- per the procedure that was identified by the
adm ni strative |aw judges on Friday, M. Alongi and
M. Ml nerney are on the stand and avail able for
cross on the issue that was remaining from Friday.
JUDGE DOLAN: Okay. Thank you.
| guess I'lIl swear themin again just to
make sure.
Gentl emen, would you please state your
names for the record.
MR. LAWRENCE ALONGI: Lawrence S. Al ongi,

A-l1-0-n-g-i.
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MR. TI MOTHY Mcl NERNEY: Ti mot hy F. Ml nerney.
JUDGE DOLAN: All right. Please raise your
ri ght hands.
(Wtness sworn.)
JUDGE DOLAN: Thank you.

Proceed.

LAVWRENCE ALONGI and TI MOTHY Mcl NERNEY,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

CROSS- EXAM NATI ON

BY

MR. BALOUGH:

Q Thank you.

Again, ny name is Richard Bal ough and
represent the CTA. And | would like to hand you --
| believe it's CTA Cross Exhibit 2 for
i dentification.

(Wher eupon, CTA Cross
Exhibit No. 2 was

mar ked for identification
as of this date.)

MR. BALOUGH: Your Honor, may | approach the
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wi t ness?

JUDGE DOLAN: Yes.
BY MR. BALOUGH:

Q M. Alongi, do you have there with you what
has been marked as CTA Cross Exhibit No. 2 for
i dentification?

W TNESS ALONGI : Yes, | do.

Q And, M. Alongi, pursuant to the discussion
we had | ast Friday, CTA sent out data requests to
Commonweal t h Edi son. Were you involved in
responding to that data request?

W TNESS ALONGI: Yes, | was. And we received it
Monday and responded | ast night.

Q And what is in front of you that has been
mar ked as CTA Cross Exhibit No. 2, is that the
response to the CTA data request that was sent to
you on Monday?

W TNESS ALONGI: Yes, it |looks like it.

Q And was this data request prepared either
by you or under your supervision?

W TNESS ALONG : Yes.

MR. BALOUGH: Your Honor, at this point, | would
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offer CTA Cross Exhibit 2.
MR. ROONEY: Your Honor, we'll object to that.

As identified in our general objections
and specific objections, we believe that the
guestions asked are -- and | would note for the
record that we did provide answers, even though we
found that these questions were objectionable.

I n particular, questions regarding the
contract and its applicability to this rate
proceeding are irrelevant for the Comm ssion's
consideration. The -- as we discussed and it was
identified in the CTA's attached exhibit, which I
think it's in Exhibit 3, the provisions of the
contract explicitly discuss the fact that -- that
this agreenment is subject to approval by the
[l1inois Commerce Comm ssion and shall be subject
to nodification by proceedi ngs before such
Comm ssion to the same extent and upon the sane
grounds as any filed rate of general applicability.

The terms and conditions of the contract
whi ch serve as the basis for the data requests that

were received by the CTA on Monday morning all deal
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with proposed changes to the contract. That's
really not the subject of this proceeding.

The subject of this proceeding are the
tariffs under which the Conpany will be providing
service to customers including the CTA. And that
what ever contract issues there may be, they're not
relevant to the Conm ssion.

The Comm ssion's approving the rates.
And as the contract itself reflects, is that the
Comm ssi on can change the rates pursuant to a
general rate case.

So in the end, we don't believe that
t hese are relevant, and the answers to these data
requests, all of which refer to contract and the
contract changes, are outside the scope of this
proceedi ng. And, accordingly, this exhibit should
not be admtted.

MR. ROBERTSON: Your Honor, just one thing.

| have no position with regard to the
conflict between the Conpany and the CTA on these
contract issues which I'mnot famliar with, but

it's my understanding that this document contains
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other tariff |anguage and redline changes of
tariffs which have not yet been presented in this
case as part of the Conpany's original filing.

And if the exhibit is limt -- is
of fered for the limted purpose of referring only
to and for use as an exhibit by the CTA in relation
to their contract issue and for no other issue,

then | don't have an objection.

| haven't seen it. I haven't had the
chance to ook at it. And if it's going to be
offered for nmore than that, then I'd ask you to

reserve ruling so we can | ook through the exhibit
and be famliar with what's in there.

MR. BALOUGH: Your Honors, if | may.

JUDGE DOLAN: Go ahead, M. Bal ough.

MR. BALOUGH: Your Honor, the entire reason that
we're here discussing this contract issue is that
these very witnesses stated in their testinmony that
there were going to be changes made in the contract
and the contract | anguage was going to change.

| think we're entitled and the

Comm ssion, certainly, the Comm ssioners are
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entitled to know what contract changes they
purportedly are making when they issue a final
order in this docket.

We certainly aren't conceding that this
Comm ssion has the authority to change any contract
| anguage; but as ConmEd has presented the case, when
these five Comm ssioners ultimtely vote, it
appears to be ComEd' s position that these contract
changes will be made automatically w thout any
negoti ation.

| think they're entitled to see it. I
think we're entitled to see it. | think we're
entitled to offer it into evidence

MR. ROONEY: In reality, your Honor -- your

Honors, the changes that will be made to the
contract will be changes that have to conformto
the rates that the Comm ssion will adopt in its
final order. And so fromthat standpoint, the
contract |anguage is irrelevant to this proceeding.

What's relevant is the fact that
what ever rate changes are approved by the

Comm ssion will subsequently have to be reflected
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in a contract just as they have been for years.

JUDGE DOLAN: But didn't you testify -- or not
testify, but state the other day that the contracts
bet ween the CTA and ConEd are just |like the rider
or are filed just as if they are riders?

MR. ROONEY: The Comnm ssion treats the contracts
as tariffs; and to the extent that they deal with
rates, your Honor, they're conpliance filings and
they will -- they comply with the rates that the
Comm ssion ultimately approves in this case.

JUDGE DOLAN: And your two witnesses did testify
the other day that -- or there is testimny that
the contract will have to be nodified based on
ComEd' s proposals.

MR. ROONEY: Absolutely.

JUDGE DOLAN: So, | mean, it's difficult for us
to review these real quickly and make a
determ nation one way or the other; but at the same

time, so let us --

MR. ROONEY: "' m sorry.
VMR. GOWER: | didn't hear what you said, Judge
JUDGE DOLAN: No, I'm..
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Let us go off the record so we can
confer concerning this thing.

MR. GOWER: Your Honor, before you issue that
ruling, |I'd just put -- there are nultiple
references in here to efforts by
Commonweal th Edi son to preserve aspects of this
contract .

And, for example, in M. Alongi and
M. Mlnerney's rebuttal testimony on Page 42 of
Exhi bit 24.0, they testified, However, providing
partial requirements -- service under rate BES-H
rat her than under CPP-H charges provisions of rate
BES- RR has the unintended consequence of
effectively term nating the other provisions of the
railroad customer's contract with ComEd, i.e., the
CTA agreement or the NI RCRC agreenment, which is the
reference to the Metra agreenent.

Consequently, if the Comm ssion
approves, ComEd proposes to include appropriate
revisions to these three tariffs. I n order to
provi de partial requirement service to a railroad

customers under the provisions of CPP-H charge
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provi sions of rate BES-RR rather than rate BES-H
and thereby maintain the other provisions of a
railroad customer's contract with ComEd in the
event a railroad customer elects a parti al

requi rement service

And | don't think it's out of line in
this proceedi ng when you have the proponent saying
that they're going to keep parts of the contract
and not keep parts of a contract, to ask the
question, \What are you keeping and what are you not
keepi ng?

And there are provisions in this
contract that govern other aspects of the parties’
relationship and we're entitled to know whet her --
whet her and to what extent those provisions are
being affected by the filing here and when they
propose to change, so --

MR. ROONEY: | think --

MR. GOWER: There's testinony on the record
they're going to keep some, they're not going to
keep some. | think we're entitled to know what

they' re keeping and what they're not.
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JUDGE DOLAN: All right. W're going to go off
the record.

(Recess taken.)

MR. ROONEY: Your Honors, as | informed counsel
and yourselves when we were off the record, ConEd,
for the sake of expediting things here, is going to
wi t hdraw their objection to what has been marked as
CTA Exhibit 1 -- or 2, I"'msorry, Cross Exhibit 2.

JUDGE DOLAN: All right then.

MR. ROBERTSON: It's still doesn't address ny
concern, your Honor, it that there appears to be in
this exhibit nodifications to ConkEd's tariffs which
are unrelated to the CTA issue and which purport to
show, for exanmple, M. Crunrine' s settlenment
proposal -- or not settlement, his conprom se
proposal in his surrebuttal which didn't have any
rates associated with it. And this document now,

If admtted into evidence without limtation, would
be a document that demonstrated those rates, as
near as | can tell

And we have not had a chance to | ook at

them or review themin any fashion. If the CTA is
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putting this in for the Ilimted purpose of
addressing the CTA contract issue and only the
portions of that exhibit that deal with that issue
and not for any other general purpose, then we
woul dn't have an objection.

But if it's being put into record
wi t hout limtation, then we would object because we
haven't had the time to review any of the materi al
that's in there that would relate to the issues
that we raised in the case.

JUDGE DOLAN: Well, | think as long as you
expand your argument to include Metra in that, but
| think he's putting it in for the limted purpose
of showi ng the modifications to both the Metra's
and CTA' s contract.

MR. ROBERTSON: Ri ght .

JUDGE DOLAN: And that's the purpose that we're
letting it -- admtting it into the record.

MR. ROBERTSON: Thank you very much.

MR. BALOUGH: Your Honor, so the record is
clear, what | put in is the CTA's. [''msure Metra

will be putting in their response -- they're
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separate response.
JUDGE DOLAN: Oh, it's a separate response?
MR. BALOUGH: Yes.
JUDGE DOLAN: Okay. All right. Then that's
fine.
MR. BALOUGH: | don't purport --
JUDGE DOLAN: The CTA's |limted purpose to show
modi fications of the contract, it will be admtted
into the record.
(Wher eupon, CTA Cross
Exhi bit No. 2 was
admtted into evidence as
of this date.)

BY MR. BALOUGH:

Q Okay. M. Alongi, if you could turn to
CTA Cross Exhibit No. 2, and to Page CEC-18552.

W TNESS ALONGI : 185527

Q Ri ght.

MR. ROONEY: Richard, do you have an extra copy
of that document? Because m ne doesn't have a
Bat es nunbering on it.

Thank you.
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W TNESS ALONGI : Can | ask a question?
s this part of the exhibit that has

been put into the record or not?

MR. BALOUGH: Yes.

W TNESS ALONGI : "1l need the contract
provision. This is a tariff revision.

MR. ROONEY: \What page?

MR. BALOUGH: 18552

MR. ROONEY: We're on that page.

W TNESS ALONG : 18552 is where I'm at.
BY MR. BALOUGH:

Q Okay. | just wanted to ask you under whi
class would CTA fall?

W TNESS ALONGI: | believe nost of their
| ocati ons would be in the Very Large Load 1
delivery class.

MR. BALOUGH: That's all the questions | have,
your Honor.

JUDGE DOLAN: Thank you, M. Bal ough.

Are we going to do -- okay.
MR. GOWER: You want -- followi ng.
MR. ROONEY: |'mwaiting for you.

ch
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VMR. GOWER: Well, | did this a little

differently. l'"'m-- M. Alongi, | think we've
met -- | know we've net the other day. I''m
Ed Gower from Hi nshaw. | represent Metra, and all

| want to do is put your responses to the data

requests

t hough.

attachnment,

into the record and we will be done.

did not lump themall together,

broke them out by exhibit and

so. ..
(Wher eupon, there was a

change of reporters.)

JUDGE DOLAN: Back on the record.

Q

M .

CROSS EXAM NATI ON
BY
MR. GOWER:

Al ongi, showi ng you what has been

previously marked as Metra Cross Exhibit No. 1,

what is that

A

request

Thi s

document ?

is ComEd's response to Metra's data

1.01, along with several attachnents.

MR. GOWER: Your Honor, since | premarked this

exhi bit

actually contenmpl ated usi ng seven
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exhi bi t

s. M. Rooney and | agreed that we woul d

send you a copy of what was electronically

subm tt

rat her

ed and mark that as Metra Cross Exhibit 1

t han having a series of extraneous marKkings

on this document. I's that acceptable to

your Honors?

JUDGE DOLAN: Yes.

MR.

BY MR.

Q

GOWER: Okay.
GOWER:

Can you identify the first docunent

Metra Cross Exhibit No. 1?

A

request

Q

n

Again, it's ConmkEd' s response to Metra data

1.01.

Is that a document that you participated in

devel opi ng and --

A

Q

Yes.

-- preparing? Did you supervise the

preparation of this document?

A

Q

Pardon me?

Did you supervise the preparation of

docunment ?

A

Yes.

this
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Q Okay. And can you tell me what the next
docunent is which is identified as -- in the group
as ConmkEd attachment 1.07?

A This would be changes to certain sections
of Metra's contract with ComEd to conform into the
Comm ssion's order, if the Comm ssion approved
ComeEd' s initial August 31st, 2005 tariff proposal
wi t h BES- RR.

Q Okay. And what is the next attachment
which is identified as ComEd attachment 2.0 in the
top right corner?

A These are revisions of Metra's contract
with ComEd to conformit to the Conm ssion's order,
i f the Comm ssion approved certain modifications
ConEd offered in its rebuttal testinony.

Q And if you'd | ook at the next group of
documents which appear to be a group of tariff
sheets, what are those?

A These are tariff revisions that ComEd woul d
file in compliance with the Comm ssion's order if
t he Comm ssion approves certain proposals ConEd

made in its rebuttal testimony.
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Q Okay. And, finally, what's the -- |
shouldn't say finally.

The next group of documents which starts
with the Bates number at the bottom CEC 0018592 and
runs t hrough CEC 0018631, what is that document?

A This is a set of tariff revisions that
ConmEd would file in conpliance with the
Comm ssion's order if the Comm ssion were to
approve ConEd' s alternative proposal fromits
surrebuttal testinmony.

Q That's the alternative proposal M. Bal ough
just asked you questions about?

A Yes.

Q Okay. And if you'd |look at the next
docunment in the group, it is Bates numbered CEC
0018565. Can you tell me what that docunent is?

A | just want to clarify something.

| woul d have expected another set of
Metra contract changes along with these tariff
provisions. So I'mnot sure where they're at.

0018565 is ConEd's response to Metra

data request 1.02.
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Q You woul d have expected anot her set of
tariff changes in addition to the two that were
I dentified?

A There woul d have been -- or there should
have been a set of changes to the Metra contract
and conform it to the Comm ssion's order if the
Comm ssi on approved ComEd' s surrebuttal proposal.

VR. GOWER: If -- are you willing to stipulate
putting that in as part of the subm ssion that we
received?

MR. ROONEY: | think it's part of what we

distributed. So we would agree to that.

BY MR. GOWER:

Q Movi ng on then, what is the document that's

Bat es nunmbered CEC 001565 that's included i Metra
Cross Exhibit 1?

A 00 --

Q 18565.

A The one page? That's ConEd's response to

Metra data request 1.02.

Q And the | ast document, that's part of Metra
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Cross Exhibit 1, ComEd' s response to Metra data
request 1.03?

A Yes.

MR. GOWER:  Your Honor, | nmove for the adm ssion
of Metra Cross Exhibit 1 into evidence for the
limted purpose of identifying proposed changes to
the Metra Commonweal th Edi son contract if various
Commonweal t h Edi son proposals or alternative
proposal s were adopted by the Comm ssion.

JUDGE DOLAN: Any objection?

MR. ROONEY: No.

JUDGE DOLAN: For that limted purpose, Metra
Cross Exhibit No. 1 will be admtted into evidence.
(Wher eupon, Metra Cross
Exhi bit No. 1 was
admtted into evidence
as of this date.)

MR. GOWER: Thank you. | have no further
gquestions.

JUDGE DOLAN: Thank you.

MR. ROONEY: | do have some redirect,

your Honor.
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JUDGE DOLAN: Okay.

REDI RECT EXAM NATI ON

BY
MR. ROONEY:
Q M. Alongi, between Friday' s exam nation

and the informati on that has now been admtted into
evi dence today, there have been issues raised
concerning -- several issues raised concerning the
agreenments between Metra and ComEd and CTA and
ComEd. Do you recall questions regarding that?

A Yes.

Q Okay. Just for the sake of sequencing
here, I'd like to first direct your attention to
CTA Cross Exhibit No. 2. And in that cross
exhibit, I"d ask you to turn to Page CEC 0018485.
It's Page 4 of the response. Do you have that in

front of you?

A Yes, | do.

Q Now, there's a section in that page that's
been bol ded. Do you see that section?

A Yes, | do.

Q Can you explain the significance of why
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t hat response was bol ded when the conpany responded
to this data request?

A This is an excerpt of the applicability
section from ConmEd's rate BES-RR. And in the | ast
sentence of the applicability section, it nmakes
clear that this tariff constitutes an amendment to
t he NI RCRC agreement and the CTA agreenment which
are defined in that paragraph as basically being
CTA and Metr a.

Q So would I be correct that this identified
a change to the existing contracts that ComEd was
proposi ng?

MR. BALOUGH: Objection, your Honor. That calls
for a legal conclusion as to what constitutes a
change to the contract

MR. ROONEY: The | anguage that has been provi ded
here states, This tariff constitutes an amendment.
And my question is -- goes to was that a -- let ne
strike it and I'lIl ask this question.

BY MR. ROONEY:
Q M. Alongi, when was this tariff filed?

A August 31st, 2005.
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Q Okay. And you were responsi ble for
preparing the tariffs that were proposed in this
proceedi ng?

A That's correct.

Q Okay. And you have been engaged -- strike
t hat .

So would I be correct that, in your
opi nion, this provided notification to parties,
specifically Metra and CTA, that this tariff
| anguage would serve to anend the existing
agreements?

A Yes.

MR. BALOUGH: Your Honor, |I'm going to object.
That's calling, one, for speculation and, two, it's
beyond our exam nati on.

MR. ROONEY: |If you recall, your Honors, and I
can pull the transcripts out from Friday, there was
a series of questions and a series of coments by
Counsel about the fact that they haven't been given
any notice or they just didn't know what, in fact
was bei ng changed.

And this directly responds to both the
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gquestioning that took place, as well as the
gquestions that are asked in this document here.

JUDGE DOLAN: You know, Counsel, 1'mgoing to
overrule the objection because it's based on his
proposal s.
BY MR. ROONEY:

Q Do you need the question?

A Yes.

MR. ROONEY: Could I ask that it be read back,
your Honor.
(Record read as requested.)

THE W TNESS: Yes.
BY MR. ROONEY:

Q M. Alongi, do you recall any other
i nstances when ComEd has made tariff filings that
effectively changed the agreements between ComEd
and Metra or ComEd and CTA?

A Yes. We changed prices in those contracts
in past rate cases routinely.

Q And take me through that process. A rate
case takes place and there's proposed changes in

rates; correct?
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A Correct.

Q And then at some point, the Comm ssion
enters an order that adopts changes in rates;
correct?

A Correct.

MR. BALOUGH: Your Honor, | think this is a tad
bit eading. |If we could have him ask the process
and not have himlead himthrough the response

MR. ROONEY: Well, let me do this instead.

BY MR. ROONEY:

Q M. Alongi, |'ve handed you a seven-page
document that 1'd like to entitle as Commonweal th
Edi son Conpany Redirect Exhibit No. 1.

(Di scussion off the record.) (Whereupon, ComEd
Redi r ect

Exhi bit No. 5 was

mar ked for identification

as of this date.)

MR. ROONEY: |'m sorry. Redi rect Exhibit 5
BY MR. ROONEY:

Q Do you see that docunment, M. Alongi?

A Yes, | do.

2142



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Can you explain what these documents are?

A These are amendnments to the electric
service agreenment between Commonweal t h Edi son
Conpany and Chicago Transit Authority. Each is
dated at the top. It shows a date filed and
effective at the bottom

Generally, it looks like they're fil ed,
i ssued pursuant to Illinois Commerce Comm ssion
orders in the lower |eft-hand side of the each
page. And they amend or add to sections of the CTA
contract.

Q And do you know whet her or not these
amendments were subject to negotiation before these
amendments were filed with the Comm ssion?

A They woul d be amendments filed pursuant to
the Comm ssion order, just as it shows.

Q So they would be inmplementing a rate case

deci sion or some other Comm ssion decision?

A That's correct.
Q Okay. Are there -- sticking with the CTA,
are there any other types of -- strike that.

Are you famliar with the CTA agreenment
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t hat was attached to CTA Exhibit 3.07?

For the record, |I'm handing the w tness
a copy of that docunent.

A Yes. Over the past few days, |'ve become
very fam i ar.

Q | bet you have.

Now, Mr. Alongi, does that document
reflect the actual terms and conditions that are in
pl ace today under which the conmpany's operating
vis-a-vis its relationship with CTA?

A | do know that there's a number of
amendments and advices that, you know, have changed
certain obsolete provisions that are in this
particul ar docunment. But - -

Q So -- I'm sorry.

A As we say, but by and large, this is the
docunment that describes our relationship with the
CTA, yes.

Q Subject to the tariff filings or advices
you just referenced?

A Yes, and subject to Comm ssion approval .

Q What is -- just for the -- what is an
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advice or an advice as you just called it?

A An advice is a document that's filed with
the Comm ssion that reflects changes to the
provisions of the contract.

Q Woul d you have any idea how many advices
have been filed with relationship to the CTA
agreement ?

A | have a stack of probably 200.

Q And for the sake of the record, | won't
burden the record with the 200.

In addition to the documents that [|'ve
provided you in Commonweal th Edi son Redirect
Exhi bit No. 5, are there other simlar types of
tariff filings that amend the CTA agreement, or are
these the entire set of amendments that have been
filed after rate cases?

A Oh, no, there are nore.

Q Okay.

(Wher eupon, ConEd Redirect
Exhi bit No. 6 was
mar ked for identification

as of this date.)

2145



BY MR. ROONEY:

Q M. Alongi, |I've handed to you a nine-page
docunment that I'll identify as Commonweal th Edi son
Redi rect Exhibit No. 6. Have you had occasion to
| ook t hrough that document?

A Yes.

Q What are the pages -- what are these pages
in this document?

A They're amendnents to the electric service
agreement between Componweal th Edi son Conpany and
Nort heast Il linois Regional Commuter Railroad
Cor poration, which we know as Metra.

Q And are these amendnents that are nmade
subsequent to the entry of a Comm ssion order?

A Yes. Each one has a reference to a
Comm ssion order in the |lower |eft-hand corner.

Q And just to save time, if | asked you the
same -- well, maybe | won't go that far.

These are simlar to the same docunents
that are reflected in ConmEd Redirect Exhibit 5
involving the CTA, correct, in ternms of they're

simlar in nature?
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A Yes.

Q And woul d these nine pages reflect the
uni verse of tariff changes that have been made t hat
woul d amend the Metra agreenment?

A No.

Q Woul d there -- you testified earlier that
there were advices filed with the Comm ssion which

are different fromthese tariff pages for CTA;

correct?
A That's correct.
Q Are there advices that have also been filed

with regard to the CTA agreements?

A | f you mean Metra, yes.

Q ' m sorry. Metra. Thank you. Long day.
Okay. And so then -- strike that.
M. Alongi, in your -- turning back to

what has been identified as CTA Cross Exhibit No.
2, do you have that nearby?

A Yes.

Q ' m going to ask you to turn to Page 2
which is Bates identified as CEC 0018483.

A Yes.
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Q And in Paragraph 5, that's identified as
No. 5, there is a statement in there that -- well,
"1l read the sentence

Accordi ngly, Conmkd's response
constitutes M. Alongi's good faith effort to, one,
identify sections of the contract that would be
affected by a Comm ssion order adopting ComEd's
proposal s, and, two, propose contract
clarifications that would at a m nimum conformthe
contract to the Comm ssion's order if the

Comm ssi on adopted ComEd's railroad rate design

proposal . Do you see that?
A Yes, | do.
Q Okay. Does this -- you testified earlier,

| think, in response to a question from Mr. Gower
t hat the conpany has proposed several different
changes -- strike that, several different
alternatives with regard to establishing rates for
the railroad class; correct?

A Correct. In response to CTA direct
testi nony and rebuttal testimony in the case, we've

offered to make changes to the tariffs that we
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filed in compliance with the Conm ssion's fina
order in this case.

Q And so then going back to the sentence
read in Paragraph 5 on Page 2 of ConEd's data
response to CTA 2.01, am | to understand then that
when you tal k about identifying sections of the
contract that would be affected by a Comm ssion
order, what you've done here is propose three
alternatives dependi ng on what the Comm ssion may
ultimately do?

MR. GOWER: Is that a question or a statenment?

MR. ROONEY: That was a question.

VMR. GOWER: | object as | eading.

MR. ROONEY: Let me strike it.

THE W TNESS: The --

MR. ROONEY: There is no question pending,

M. Alongi; although, | appreciate your enthusiasm
BY MR. ROONEY:

Q M. Alongi, in terns of that sanme sentence,
what do you mean with regard to -- or can you
amplify further what you nmean with regard to the

cl ause that comes after No. 1 in that sentence?
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A | dentify sections of the contract that
woul d be affected by a Comm ssion order adopting

ConEd' s proposals.

Q Ri ght .
A What we did in this data request response
was to do just that; identify -- we not only

identified the sections that we thought needed to
be changed, we went ahead and identified | anguage
changes to reflect what we think we'd have to
change to inplement the Comm ssion's order in three
di fferent scenari os.

One was our initial filing from August
31st, 2005. The second was a proposal that we nmade
in our rebuttal testimony with respect to parti al
requi rement service. And the third was a proposal
that we made in surrebuttal testimony to provide
one-line standard service to each of the railroad
tracks and power substations and bill each of those
accounts as a separate account simlar to billing
other retail customers.

And that's what those changes were

intended to refl ect.
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MR. ROONEY: W th that, your Honor, I'd move for
the adm ssion of ComEd Redirect Exhibits No. 5 and
No. 6.

JUDGE DOLAN: Any objection?

MR. BALOUGH: No objecti on.

JUDGE DOLAN: ComEd Redirect Exhibit No. 5 and
ComEd Redirect Exhibit No. 6 will be admtted into
the record.

(Wher eupon, ConEd Redirect
Exhi bit Nos. 5 and 6 were
admtted into evidence
as of this date.)
JUDGE DOLAN: Any recross concerning --
MR. BALOUGH: Yes.
RECROSS EXAM NATI ON
BY
MR. BALOUGH:

Q M. Alongi, | want to talk for a monment
about the advices. Am | correct that the advices
woul d i nclude, for exanple, if a CTA substation
were no | onger in existence, that an advice woul d

be filed with the Comm ssion saying this substation
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is being deleted fromthe contract?

A Correct.

Q And, for exanple, an advice would be when
some of the -- there used to be what were called

joint substations. Are you famliar with that

ternf
A Yes.
Q And when sonme of those joint substations --

when they were changed to regul ar substations, that
woul d be an advice that was filed with the
Comm ssion; is that correct?

A That's correct.

Q So many of these advices were filed based
upon di scussi ons between the CTA and ComEd before
they were filed; is that correct?

A | ve never been involved in those type of
di scussi ons. | only know what | see in the file.

Q So, for example, if the CTA was taking a
substation off |line and no | onger being in service,
your sole job was to file the advice, you didn't
have any idea as to who may have initiated that

proposal ?
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A Quite frankly, 1've never filed one of

t hose advices, but -- and that would not be my sole
t ask.
Q Okay. So on all these advices that were

filed, you're relying on what someone el se has told
you about that?

A We have a record of all those advices in
our department file.

Q Okay. So you look in your -- you |ooked in
the official records of ConEd and you | ooked up
what the advices were?

A Yes. | reviewed them | ast night.

Q And there was also -- and | believe it's

CTA Exhibit 3.03 which is the 1998 agreement, the

contract. Are you famliar with that?
A Yes. | ve, again, become famliar with
t hat, yes.

Q And was the 1998 agreement submtted to the
Comm ssi on for approval ?

A No. It was a provision that -- at the tinme
bef ore ComEd was an integrated distribution company

and after the time of the customer choice |aw being
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enacted in December 1997, that provision in the

act -- and | think it's 16-116B -- all owed ComEd to
enter into a contract agreement with a custoner

wi t hout specific Comm ssion approval. And that's
how t hat amendnment came about.

Q And t hat amendment was negoti ated between
ComEd and the CTA; is that correct?

A That's correct.

Q Are you aware of other agreenments that were
negoti ated between ComEd and the CTA that have not
been filed with the Comm ssion?

A No.

MR. BALOUGH: That's all the questions | have.

JUDGE DOLAN: Thank you.

RECROSS EXAM NATI ON

BY
MR. GOWER:
Q M. Alongi, in the interest of time, |'m

just going to ask you to flip through the various
one page or two-page tariff changes that you' ve
supplied today as --

MR. GOWER: \What exhibit was this, by the way?
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MR. ROONEY: This was ComEd Redirect Exhibit
No. 6.

MR. GOWER: Thank you.

BY MR. GOWVER:

Q ComEd Redirect Exhibit No. 6, there are
several one or two-page amendments to the existing
tariffs. Do you have those in front of you?

A Yes, | do.

Q Woul d you agree that, in every instance,
all that was being changed was the rate for the

supply of electricity in one form or another?

A Yes.
Q Woul d you agree that in every instance, the
document that -- the tariff change identified the

specific section of the Comonweal th Edi son Metra
contract that was being affected?

A The section numbers are |listed, yes.

Q And woul d you agree that the first time
that you supplied that information to Metra in this
case was at 10:51 | ast night?

A | don't know what the time stanp was, but

it was | ate.
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MR. GOWER: That's all the questions | have.
MR. ROONEY: A couple nmore, your Honor.
M. Gower always piques ny interest.

FURTHER REDI RECT EXAM NATI ON

BY
MR. ROONEY:
Q M. Alongi, do you know whether -- let's
find -- let me find one here

Near the second fromthe | ast page,

M. Alongi, there's a -- just to identify, down at
the bottomleft, it says, Filed with the Illinois
Comerce Comm ssion on January 10th, 1995, issued
pursuant to an order of the Illinois Commerce
Comm ssion entered January 9th, 1995, in Docket
94- 0065. Do you have that page in front of you?

A Yes, | do.

Q Was Docket 94-0065 ComEd's | ast bundl ed

rate case?

A Yes, it was.

Q Were you involved in that case in any
fashi on?

A Yes.
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Q | n what capacity?
A At the time, | was senior systemrate
adm nistrator. And | was responsi ble for ensuring

that tariffs were filed in compliance with the

83 Illinois Adm nistrative Code.

Q Do you know whet her the -- would you have
been involved to one degree or another -- strike
t hat .

Do you know whether in that rate case,
ComEd identified specific contract |anguage that
may be subject to change in accordance with a rate

proposal that was made in that docket?

A Well, | can tell you this.

VMR. GOWER: Excuse me. I"d rat her have an
answer to the question as opposed to "I can tell
you this."

MR. ROONEY: Let him answer the question.

MR. GOWER: If you're answering the question,
that's fine. | f you're going to veer off, | was
obj ecting to that.

THE W TNESS: | think I'mgoing to answer it.

' mgoing to try.

2157



10

11

12

13

14

15

16

17

18

19

20

21

22

This was a sheet that was filed
January 10th, 1995, in conpliance with the
Comm ssion's order. There was a sim | ar sheet
filed 11 nonths earlier with the Conm ssion at the
outset of the rate case, and we did the same thing
in this case.

We filed a sheet very much like this
canceling certain pricing sections of both CTA and
Metra contracts -- or -- and | think even the
Chi cago Streetlight contract and Chicago Park
District.

MR. ROONEY: Thank you. No further questions.

JUDGE DOLAN: Thank you. M. Rooney, we still
have to admt those.

MR. ROONEY: Yes, indeed we do. There's one
change. And according -- | don't know if M.
Bernet is here, but there was an agreenment --
excuse me.

There was an agreenent the other day, as
| understand it, with regard to certain testinony
involving Mr. Hill as well as M. Effron and Staff

W tness Griffin.
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MR. BERNET: | thought it was M. MGarry.
MR. ROONEY: Oh, McGarry. Okay. Wth regard to
revenues associated with addition of custonmers.

And what we need to do is submt in
Exhibit 41.9, which is M. Alongi's and Crunrine's
(sic) surrebuttal testimny, a corrected version of
that exhibit that will reflect what was agreed to
previously by the parties.

And so with that, |'m prepared here to
circulate it. And if people want an opportunity to
| ook at that particular exhibit before you rule on
that, that's fine; but |'d ask then for the
adm ssion in the meantime of the direct testimony
of this panel, Exhibit 10.0, with Exhibits 10.1
t hrough 10. 30 attached; the rebuttal testimony of
t his panel which is Exhibit 24, along with attached
Exhibits 21.1 through 24.10; and the surrebuttal
testinony of this panel which is identified as
Exhi bit 41.0 which has both a public and a
confidential version of the document attached. And
Exhibits 41.1 through 41.9 with 41.9 being a

corrected version, that, subject to the agreement
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of the parties, we would file separately on

E- docket .

JUDGE DOLAN: Okay. | think the only
correction -- | think when you said ComeEd Exhibits,
| think -- for the rebuttal, you said 21 instead of
24.

MR. ROONEY: [|I'm sorry. The written testinony

was 24.0 and the attachments were 24.1 through
24.10.

JUDGE DOLAN: Okay. MW th that, any objection?

MR. GOWER: I m ssed what agreenent -- what you
changed pursuant to agreement of the parties in the
exhi bit.

MR. ROONEY: The good news is, M. Gower, |
don't think is it has anything of your concern, but
Il will give you the document. What's a little more
paper at this point?

And, again, if you want to reserve
ruling until you hear back from some of the other
parties, that's fine.

MR. GOWER: | did have another question for

M. Al ongi when we get around to it.
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JUDGE DOLAN: Okay.

FURTHER RECROSS EXAM NATI ON

BY
MR. GOWER:
Q Did I m sunderstand your testimony or did

you testify that you filed something very sim/lar
to this one page document in which you descri bed
all of the price changes to all outstanding

provi sions of the Metra contract?

MR. ROONEY: And by that, just for
clarification, you're referencing the eighth page
to the ComEd Redirect Exhibit 6.0 which --

VMR. GOWER: I'"'mreferencing the second to | ast
page of ComEd Cross Exhibit --

MR. ROONEY: Redirect.

MR. GOWER: -- Redirect Exhibit 6.

THE W TNESS: In ComEd' s Exhibit 10.2, | believe
it is, there's an amendnment that's shown filed with

the Illinois Conmerce Comm ssion August 31st, 2005,

whi ch would -- the amendment says, The
af orementi oned provisions of such Section 7.01.

7.02, 7.03 are not affected for service provided
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after January 1st, 2007. There's a sim/lar sheet
for the CTA contract using the same provision.
BY MR. GOWER:

Q But that's dramatically different fromthe
changes that you identified that will need to be
made to the Metra Commonweal th Edi son contract if
your proposal in this proceeding is adopted;
correct?

A Taken in conjunction with our rate BES-RR,
the fact that BES-RR defines how pricing will be
I mpl emented in the -- in essence, cancell ation of
t hese provisions, | think taken together, | don't
see how that's a surprise to anyone.

MR. GOWER: Thank you very much.

JUDGE DOLAN: M. Feeley?

MR. FEELEY: Yeah. Just one point of
clarification.

M. Rooney indicated that M. Alongi and
Mcl nerney's Exhibit 41.9 Corrected related to an
agreenment between ComEd, sonme others, and Staff.
And | don't think that Staff was any part of that.

MR. ROONEY: | may have m sspoke. | think it
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was A&G W t ness Effron. It's A&G W tness Effron,
John.

MR. FEELEY: | just wanted to that
clarification.

JUDGE DOLAN: All right. Subj ect to that, does
anyone have any objections to the panel testimony,
along with the exhibits, being admtted into
evi dence?

MR. GOWER: No objection here, your Honor.

JUDGE DOLAN: Thank you. ComEd Exhi bit 10.0,
along with Comed Exhibit 10.01 and through 10. 30,
will be admtted into the record.

And then ConmEd Exhibit 24.0, along with
Comed Exhibit 24.01 through 24.10, will be admtted
into the record. And then ComEd Exhibit 41 public
and ConmEd Exhi bit 41 confidential, along with ConmEd
Exhi bits 41.01 through 48 -- 41.08 will be admtted
into the record.

And then ComEd Exhibit 41.09 Corrected
will also be admtted into record.

MR. KAM NSKI: Your Honor, | just have one

i ssue. The docunent 41.9 has a date of March 14th.
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Was that the date when it was corrected? Because
think it was |later than that.

MS. POLEK-O BRIEN: This was just within the
| ast day or two. So it's just an error left over
fromthe | ast one.

MR. KAM NSKI: Wth that, that's fine.

JUDGE DOLAN: Subject to that, it will be
admtted into the record.
(Whereupon, ComEd Exhibit Nos. 10.0, 10.01 through
10.30, 24.0, 24.01 through 24.10, 41 Public, 41
Confidential, 41.01 through 41.08, 41.09 Corrected
were admtted into evidence as of this date.)

MR. ROONEY: | think M. Alongi and M.
Mcl nerney are done, your Honor.

JUDGE DOLAN: Yes. Thank you, gentl enmen.
You' re excused.

M. Bernstein, are you ready to start

with your witness?

MR. BERNSTEIN: We are. Our next witness is
Paul R. Crunri ne.

JUDGE DOLAN: Okay. M. Crunrine, please raise

your right hand.
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(W tness sworn.)

JUDGE DOLAN: Thank you.

MR. BERNSTEI N: Your Honor, M. Crunrine is

sponsoring three pieces of testinony. The first is

Corrected Exhi

Exhibits 9.1,

bit 9.0 and include -- as well as

9.2, and 9.3. They comprise

M. Crunrine's direct testinmony.

However, there is an additional

correction to

be made at this stage basically

correcting a very mnor error in the testinony.

l"d li ke to question M. Crunrine about it at this

time.

JUDGE DOLAN: Okay.

PAUL R. CRUMRI NE

called as a witness herein, having been first duly

sworn, was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

BY

MR. BERNSTEI N:

Q M. Crunrine, | direct your attention to a

docunment t hat

any additional

is Exhibit 9.0 Corrected. Are there

corrections you would like to make
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to that testimony at this time?

A Yes. There's one m nor correction on Page
46, Line 986. Toward the end of that |ine, there
is a reference to Schedule B-2.4. The reference
should be to Schedul e B-2.3.

JUDGE DOLAN: When was that corrected testinmony
filed, do we know?

MR. BERNSTEI N: Filed December 15, 2005.

JUDGE DOLAN: Okay. All right. Proceed

MR. BERNSTEIN: M. Crunrine will also be
sponsoring ConmEd Exhibit 23.0, 23.1, 23.2, and
23.3. And, once again, there are a couple of very
m nor corrections to be made on one of those.

BY MR. BERNSTEI N:

Q M. Crunrine, | direct your attention to
ComEd Exhibit 23.0. Are there any corrections or
changes you'd |like to nmake to that at this tinme?

A There are two m nor corrections. The first
is on Page 38, Line 806. The parenthetical
reference refers to | AWA Exhibit 1.0. It should be
corrected to refer to CUB- CCSAO Exhibit 3.0

And, simlarly, on Page 39, Line 826,
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the parenthetical reference also incorrectly refers
to | AWA Exhibit 1.0 when it should refer to
CUB- CCSAO Exhibit 3.0.

Those are the only changes to 23.0.

MR. BERNSTEIN: Finally, M. Crunrine is also
sponsoring corrected surrebuttal testinony that was
filed on March 20th, 2006. |It's ConEd
Exhibit 40.0. And it also includes Exhibit 40.1
and Exhibit 40.2. We move the adm ssion into
evidence of each of those exhibits with the
corrections noted in the record.

JUDGE DOLAN: Any objections? All right.

Then ComEd Corrected Exhibit 9.0, along
with attachments 9.1, 9.2, and 9.3, will be
admtted into the record.

ComEd Exhibit 23.0, along with
attachments 23.1, 21.2, and 23.3, will also be
admtted into the record. And ComEd Exhibit --
Corrected Exhibit 40.0, along with 40.1 and 40. 2,

will also be admtted into the record. Thank you.
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(Whereupon, ComEd Exhibit Nos. 9.0, 9.1, 9.2, 9.3,
23.0, 23.1, 23.2, 23.3, 40.0, 40.1, 40.2 were
admtted into the record as of this date.)

JUDGE DOLAN: Ready to proceed, M. Feeley?

MR. FEELEY: Sure.

CROSS EXAM NATI ON

BY
MR. FEELEY:
Q Good afternoon, M. Crunrine. M nanme is
John Feel ey. | have some cross questions for you

and my co-counsel, M. Brady, may have some
guestions for you as well.

A Good afternoon.

Q If I could direct your attention to your

rebuttal testinony, Page 60, Lines 1284 through

1294, and actually onto -- also to Lines -- up to
Li nes 1300.

A | have it.

Q And in your testinony there, you're quoting

fromthe | anguage fromthe Generic Coal Tar Order
in Docket 91-0080 through 0095 consoli dated

correct?
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A That's correct.

Q So you're famliar with that order then;
correct?
A Yes.

Q Okay. Do you know if the recovery of
non- MGP costs was an issue in that proceeding?

A | believe it was not.

Q Par don?

A | believe that the recovery of non- MGP
costs was not an issue in that case.

Q Okay. You said that you' ve reviewed that
order; correct?

A That's correct.

MR. FEELEY: May | approach the witness?

JUDGE DOLAN: Yes.

BY MR. FEELEY:

Q Okay. |"ve handed to you a copy of the
Comm ssion's order from that Generic Coal Tar
proceeding, and |I've tabbed two pages there. Do
you see those?

A Yes, | do.

Q Actually, in the copy that | provided you,
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| put some brackets around some | anguage from that
order. If you could review that and [ et me know
when you've | ooked at that.

A | ve | ooked at the two areas that you've
mar ked.

Q Okay. Would you agree that in that order,
the i ssue of non-MGP costs actually was di scussed
in that proceedi ng?

A | don't claimto be an environnment al
remedi ati on expert, but the way | read this is not
in the way | answered your first question. \When we
tal k about MGP costs in our environnmental cost
recovery rider, we're tal king about sites other
t han those designated as MGP sites.

The | anguage in the order, as I'm
reading it here, tal ks about other environmental
contam nants but | ocated at MGP sites. |
di stinguish between a site that is an MGP site that
may have contam nants other than coal tar that al so
require environmental remediation and non- MGP sites
t hat need renmedi ati on.

Q Okay. So -- but an issue -- | think you
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just stated that in the coal tar proceeding, there
were remedi ati on costs at MGP sites, but it wasn't
related to coal tar; correct?

A Agai n, the nonenvironmental expert in me
says they're all related to coal tar. | mean, they
were a function of manufacturing gas at those
pl ants that have a nyriad of contam nants. | was
not intending to be that specific in my comment in
my earlier question.

To me, these are all MGP-related cl eanup
costs that the Comm ssion was tal king about. I do
not consider them to be non-MGP related in the
context of the majority of ny testinony regarding
Ri der ECR

Q Okay. On that first page that | have
t abbed, do you see the text in brackets there and
Its reply exceptions?

A | see it.

Q Coul d you just please read that for the
record.

A In its reply to exceptions, Conmmonwealth

Edi son and NI GAS al so di sagree with Staff's
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recommendati on. Edi son argues in part, quote, a
utility legally obligated to incur costs to

remedi ate an MGP site containing coal tar toxins
may al so be legally required to clean up other
comm ngl ed environmental contam nants, closed
gqguote. And there's a parenthetical reference to
Exel on -- excuse me, Edison reply to exceptions at
11, comma, 12.

Q Okay. And if you could go to that second
page that | have tabbed there, the | anguage that I
have in brackets, could you read that into the
record, please.

A The question in dispute between Staff and
utilities including Peoples, slash, North Shore,
concerni ng whet her the types of cleanup activities
subject to cost recovery should include those
directed to all residues found at the |ocation of
former MGP sites, can be addressed when utilities'
specific recovery proposals are brought before the
Comm ssi on.

Q Okay. And woul d you agree in that coal tar

proceedi ng, the Conm ssion was -- with respect to

2172



10

11

12

13

14

15

16

17

18

19

20

21

22

what 1'1l call non-MGP costs, the Comm ssion was
considering open only found at former MGP site

| ocati ons?

A I'ma little bit troubled by using the term
non- MGP costs at MGP sites. | think that will be
confusing to everything that I've written in ny

testimony.

We have environmental remedi ation costs
at MGP sites that are related to coal tar itself
and ot her contam nants that may not be specifically
related to coal tar.

When | talk about non-MGP costs, | am
tal ki ng about all costs of environnmental
remedi ation at sites other than MGP sites. So |I'm
differentiating between sites. | amnot attenpting
to differentiate between types of toxins and types
of contam nants that m ght need remedi ati on at a
particul ar site.

Q Okay. Using your definition of non-MGP
costs, would you agree that the coal tar order was

not addressing those non-MGP costs as you defined

it?
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A Using my definition, | agree that this
order does not address those costs.

Q Al'l right. Can you go to Page 70 of your
surrebuttal , Exhibit 40.

A | have it.

Q Okay. And, specifically, Lines 1589
t hrough 1591, do you have that in front of you?

A Yes, | do.

Q You state there that ComEd is willing to
accept Staff's proposal with respect to | and
acquisition costs. Then in parentheses, you have,
Wth certain | anguage nmodi fications as di scussed
bel ow solely in the interest of narrowi ng issues on
this matter.

And you were -- that's the position of
ComEd; correct?

A That's correct.

Q Okay. So you're accepting Staff's | anguage
t hat excludes the recovery of |and acquisition
costs under the rider?

A For the purposes of narrowi ng the issues in

this case, yes, that's correct.

2174



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Okay. If you could go to Lines 1594
t hrough 1600. In your testinmony there, you discuss
the recovery of the costs of | and | eases under
Ri der ECR. Do you see that?

A Yes, | do.

Q Could you give -- explain in detail what
those | and | ease costs are and how they relate to
MGP site remedi ati on?

A Again, I'mnot an environmental remediation
expert, but as | understand them, there may be
times in which during the course of cleanup, the
conpany and other PRPs may have to | ease |land from
t he owner during the time period of remediation.

And it is the conpany's position that
the costs of leasing the land during that tinme
period should continue to be recovered under Rider
ECR even though we are agreeing that should we have
to acquire the |land through a purchase, we woul d
not seek to recover those costs.

Q Okay. And -- but the leased land, it could
be adjoining the area that's being remedi ated as

well, or is it just the remediated site or --
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A If it's related to our costs for
remedi ating the site, whether it's immediate or
near by, | would believe that it's all included

Q Al'l right. Okay. If you could go to your
Exhi bit 40.2, Page 1 of 3. On Page 1 of 3 of
Exhi bit 40.2, you've stricken the | anguage
"purchased"; correct?

A That's correct.

Q So as you propose that, that provision
woul d read, Acquisition costs of |and | eased or
ot herwi se used for remedi ation?

A That's correct.

Q Okay. And what you mean by there is what
you just described? For whether you m ght have to
| ease |l and to performthe remediation, is that what
you mean by having that |anguage there?

A Yes. This is to indicate our agreenent
with Staff that costs regarding purchasing or
acquiring land would be excluded. That's the

stricken word "purchased.” The word "Il eased"”
remai ns so that those costs will continue to be

recovered.
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Q Okay. All right. Do you recall in your --
both in your direct and rebuttal testimny, you
tal k about the fact that, in your opinion or
ComEd' s opinion, having a m d-year reconciliation
woul d avoid the need to increase staffing. Do you
recall that in both pieces of testimny?

A | think it's a September 30th filing rather
than m d-year; but, yes, something other than a
cal endar year hel ps |level out our workl oad.

Q Okay. Have you quantified what increased
staffing would be if the Conmm ssion approved a
year-end reconciliation rather than a Septenber
30th reconciliation that you reconmend?

A No.

MR. FEELEY: That's all | have, but M. Brady
has some questions for you.

THE W TNESS: Thank you.

CROSS EXAM NATI ON
BY
MR. BRADY:
Hi, M. Crunrine. How are you?

A Okay so far.
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Q Good. | have a few questions for you

regardi ng Rider 4 and Rider POG

Rider 4 relates to the parall el
operation of customers generating facilities; is
that correct?

A That's correct.

Q Can you briefly describe what that rider
rel ates to?

A It provides the terms and conditi ons under
whi ch ComEd purchases energy from qualifying
facilities, sometimes known as QFs, subsequent
to -- not subsequent -- in conmpliance with the
Adm ni strative Code Part 430.

Q Do you know currently how many QFs take
from Ri der 47

A | don't know for sure.

Q That's fine. Woul d you happen to know if
the -- if the majority of those customers are under
10 megawatts?

A | believe the majority are under
10 megawatts.

Q Now, is it your understanding that a QF can
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either take a standard energy rate which is set
forth in Rider 4 or they could negotiate an energy
rate or a capacity rate?

A They can negotiate that with the utility as
well as any third-party.

Q Now, do the QFs have contracts with ComEd
in addition to the Rider 4?

A They actually have a Rider 4 contract.
They sign a contract to nmenorialize that they're

taki ng service under Rider 4.

Q Does each QF have a separate contract?
A Yes.
Q Of those contracts, do you know how many

have negoti ated an energy rate or a capacity rate?
A ' m not certain, but if there's any, it's
only maybe one or two.
Q Sounds like kind of a small nunber. I's

that a fairly small percentage then of the overal

nunmber ?
A | believe we have a contract with one of
the wind (ph) generators. "' mnot sure whether

there's even a seconds, but it's a very small
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percentage of the overall Rider 4 group.

Q Do you happen to have a copy of Rider 4
with you? |If not, | have a copy | could provide to
you.

A | don't have the entire Rider 4. | only
have the one sheet that was filed in the case.

MR. BRADY: May | approach the witness?

Your Honor, Rider 4 is already part of
the record pursuant to part of ComEd's filing. So
| wasn't going to mark it as an exhibit for the
sake of | have just a couple of questions, if
that's all right.

BY MR. BRADY:

Q M. Crunrine, do you recognize the document
in front of you as being Rider 4?

A Yes, | do.

Q And do you have the first page there in
front of you?

A Yes.

Q Now, is it ComEd's intent to elimnate a
QF's ability to negotiate energy rates or capacity

rates other than what is stated in Ri der POG?
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A Well, just to be clear, Rider POG does not
elimnate the customer's opportunity to do that.
That's menmorialized in the Adm nistrative Code
Part 430. There is a paragraph in POG that is
i ntended to make clear that ComEd woul d offer that
as it's required in Part 430.

Q Okay. Thank you.

Turning back to Rider 4, do you see at
the bottom of the page there is a heading that
says, Level of Compensation? Do you see the
headi ng?

A Yes, | do. This is just for clarity. This
is labeled in the right-hand corner as sheet No.
63. But, yes, | do see it.

Q Underneath that is another headi ng Option
A?

A Ri ght .

Q And then there's the first sentence there
Unl ess the customer negotiates a different
conpensation arrangement with the company pursuant
to '"83 Illinois Adm nistrative Code Part 430, the

customer electing this option shall be entitled to
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sell the output of the qualifying facility to the
conpany at the followi ng rates per kilowatt hour
determ ned in accordance with Section 430.80 of

t hat Adm nistrative Code? Did | read that
correctly?

A Yes, you did.

Q Is the first half of that paragraph -- that
that sentence | read to you refers to the
customer's ability to negotiate a different
compensation under Part 430; correct?

A That's correct.

Q You had mentioned that previously in your
answer that 430 grants QFs that ability?

A Correct.

Q Would you be willing to or did -- is -- let
me restate that question.

| s | anguage simlar to the first half of

this sentence where -- up to Part 430 included in
Ri der POG?
A Yes, it is. It's in a different section of

Ri der POG. It's on the | ast page of the rider.

And there is a sentence that | would just read. It
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says, The conpany and the retail customer may, by
contract, modify any of the provisions contained in
this rider consistent with regul ations of the
[1linois Commerce Conm ssion.

That is intended to menmorialize in Rider
POG t he customer's ability to negoti ate one of
these two alternative contracts as perm tted under
Part 430. It's different |anguage than what is
currently in Rider 4, but it is intended to grant
the same privilege to the custonmer.

Q But that |anguage is, as you acknowl edged,
at the back of Rider POG?

A That's correct. It's on the |ast page
rat her than on the first page.

Q Woul d ComEd be willing to add a phrase
simlar to the first part of this sentence up to
430 to the first part of Rider POG under service
options?

A This is actually under compensation. And
on the second page of Rider POG is where the
portion of compensati on begins.

But, yes, the conpany would be willing
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to add a phrase or a sentence simlar to what is in
t hi s paragraph that we're tal king about in Rider 4
and add that at the beginning of the conpensation
section in Rider POG to make it ultraclear that the
customer has that opportunity.

MR. BRADY: Great. Thank you. No further

gquestions.
( CHANGE OF REPORTER) .
CROSS- EXAM NATI ON
BY
MR. KAM NSKI :
Q ' m Mark Kam nski, with the Illinois

Attorney General's Office.

A Good afternoon

Q The conmpany is proposing to reduce the
number of different rates for customer classes in
these delivery service tariffs, correct?

A It's reducing the nunber of custoner
classes in the service tariffs, yes.

Q Are you the conmpany witness primarily
responsi ble for the proposed new custoner classes?

A Yes.
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Q Are there any other conmpany wi tnesses who
contributed to your effort to develop these new
customer cl asses?

A Yes.

Who were they?

A There were many people involved in the
cooperate effort, but the two witnesses would be
M. Alongi and Ml nerney, who sponsored joint
testi nony as wel |l .

Q Under the current bundled rates, every
residential customer is classified as either being
single-famly or nulti-famly, correct?

A That's correct.

Q And the single-famly classifications for
customers who live in a building that only have one
or two residential units?

A That's correct.

Q And the nmulti-famly classification is for
residential customers living in buildings wth
three or nore residential units?

A Correct.

Q And under the current bundled rates,
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there's a different customer charge for

single-famly and nulti-famly customers; is that

correct?
A That's correct.
Q The bundl ed rate customer charge is also

designed to include metering costs, correct?

A That's correct.

Q And under the current bundled rate,
residential customers are also classified based on
whet her they have electric space heating or not,
correct?

A That is one of the additional rate options
ot her than the general service rate that's
avai |l able to residential customers.

Q Under the current bundled rate, there's a
different charge for the per watt hour for
residential heating and nonheating customers,
correct?

A They're actually under two separate grades,
but they do also contain separate additional
char ges.

Q And that kilowatt hour charged is designed
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to include both energy costs and distribution
costs, correct?

A | would say that the energy component is
designed to cover all noncustomer-rel ated costs,

i ncl udi ng capacity, energy, and transm ssion and
di stribution-related costs.

Q So the kilowatt hour charge under current
rates is designed to include both the energy costs
and the distribution costs, correct?

A In today's bundled rates -- and | think all
| did was agree with you, but | had to make it
clear that it's not just energy and delivery. I
wanted to make clear that it's also transm ssion
delivery and the capacity related to the energy are
all included in today's bundl ed energy costs.

Q Okay. So just to make sure the record's
clear, the kilowatt hour charge is designed to
i nclude, but is not exclusive, beyond energy costs
and distribution costs, right?

A Correct.

Q In this docket, you're proposing to

consolidate all of the current residential customer
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classes into a single class, correct?

A For delivery cost purposes, Yyes.

Q And under your proposal, would all
residential customers be subject to the sane
customer charge?

A Yes.

Q Woul d they also be subject to the sane
meter charge?

A Yes.

Q And would they also be subject to the sane
per kilowatt hour distribution charge?

A Yes.

Q Are you al so proposing a change the nunber
of nonresidential custonmer classes?

A That's correct.

Q Excluding the lighting class, how many
nonresi dential customer classes are there under the
current bundled rates?

A You're testing my memory of the definition
of customer classes in the 1994 bundled rate case
Nonresi dential, to the best of my know edge, there

was Rate 6, Rate 6L, 1 to 10, Rate 6L over 10,
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stand- by service, interruptible service, punping,
and dependi ng upon what you count railroads as
anot her nonresidential class, excluding the
streetlighting, I count seven, if my memory from
the | ast bundled rate case 12 years ago was
correct.
| should note that those include

differentiations for both delivery at the commodity
bill. So they're not directly conmparable to the
number of customer classes we're talking about in
this docket.

Q How many nonresidential and nonlighting
cl asses would there be under your proposed rates?

A In Table 4 on my direct testimny on Page
34, starting with the "watt hour delivery class,"”
going up to the "high voltage delivery class,” it's
six, If you want to count the railroad class as a
seventh class, it is seven. But these are only for

delivery purposes, not for commodity purposes.

Q ' m sorry. Could you give me that citation
again.
A It's Page 34 of nmy direct on Table 4.
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Q Thank you. W th the inception of small
nonresi dential customers without demand meters,
would it be fair to say that your nonresidenti al
rate groupings are based on a customer's maxi mum
|l evel of electricity demand?

A Agai n, assum ng we're continuing to exclude
the streetlighting customers, | would agree with
you.

Q When did the conmpany make the decision to
propose consolidating all nonlighting,
nonresi dential customers into a few rate classes?

A | can't give you a specific date. The --
this i ssue has been | ooked at by the Conpany over
the course of the | ast couple of years.

Q And many of the schedul es and studies filed
with this rate case have to use those consol i dated
rate classes, correct?

A Yes.

Q And the cost of service prepared by
M. Heintz would propose consolidated customer
classes as well?

A The one initially filed does, yes.
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Q And M. Heintz would' ve to have known the
customer classes in order to prepare his cost of
service study, correct?

A That is correct.

Q And any schedul e that breaks down revenues
by customer class would have to be prepared after
you deci ded what the new customer classes would be?

A Yes.

Q And the bill -- I'"msorry. Strike that.

The bill frequency analyses rely on the
new customer classifications also?

A | woul d have to doubl e-check with the
frequency filing portion of the filings. It's been
too long since |I've | ooked at. | don't recall for
sure.

Q The | oad research schedule was relying on
the new customer classifications, correct?

A That is my understandi ng, yes.

Q So when you decided on what custoner
cl asses the Company woul d propose, M. Heintz' cost
of service study was not yet done, correct?

A The one that we actually filed initially in
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this case, no, it was not done.

Q When t he Conpany deci ded what customer
classes the Company woul d propose, did the Conpany
have a cost of service study based on the existing
reclassifications?

A Yes.

Q Did that cause a service study to address
nonresi dential customers?

A Yes.

Q Was it based on the same test year as the
cost of service study that was offered in the
initial filing?

A No, I'mthinking of the cost of service
study that we filed in the |ast delivery case based
on the 2000 test year using the old custoner
cl asses.

Q So that is the nost recent cost of service
study based on the existing rate classifications?

A Yes. Well, | should be clear, there -- we
did an analysis, and this is in nmy testimny with
regard to residential to show what the breakdown

woul d be. We al so have done a subsequent study on
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the nonresi denti al

megawatt to show how the four

cl asses over one megawat t

cl ass.

side for

combi ned into a single

cl asses --

So there have been additi onal

performed during the course of thi

Q |'m sorry. The | ast part

course of...?

A Thi s work.

s work.

was during the

customers over one

f our ol d

anal yses

Q "This work" being this case?

A Yes.

Q Now, under the Company's proposal, what is
the dividing line between medium | oad and | arge
| oad, nonresidential customers?

A The breaking -- the point of
differentiati on between medium and | arge is 400
kil owatts.

Q Now, woul d you agree that where a
nonresi dential custonmer is adjusted above or bel ow

the 400-kil owatt

difference on that

whi ch cust oner

cl ass that

customer's bill

customer

depend

falls

ing on

into?

threshold there is a significant
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A | don't know whether | would call it
significant, but there is a difference, that's
true.

Q Do you have Tariff Sheet 3697

A Just for clarity, I'm | ooking at
Exhi bit 10.1 attached to the testinony of
Al ongi / Mcl nerney and | do have Sheet 369.

Q Thank you. What is the Conpany's proposed
customer charge for a medium |l oad, nonresidentia
customer ?

A $12. 73.

Q And what is the Conpany's proposed customer
charge for a large | oad, nonresidential customer?

A $91. 33.

Q The neter charges and the demand charges
were al so higher for |arge | oad, nonresidential
customers than for medium | oad, nonresidenti al
custonmers, correct?

A That's correct.

(Whereupon, AG Cross Exhibit No. 5 was marked for

identification, as of this date.)
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BY MR. KAM NSKI :
Q Pl ease see what has been marked for

identification as AG Cross Exhibit No. 5.

A | do have it.
Q Thank you. It contains calculations
regarding a few hypothetical customers. | "' m goi ng

to ask you a coupl e questions about this.

First of all, it describes a medium
| oad, nonresidential customer with 300 -- or 399
kil owatt demand. This hypothetical ignores energy
costs, taxes, franchise charges.

Under this hypothetical, for the medium
| oad customer, a nmonthly charge -- customer charge
woul d be $12.73, right?

A That's correct.

Q And the nmonthly metering charge would be
$13.14, correct?

A That's correct.

Q And the demand charge would be the $5.35
per kilowatt times the 399 kilowatts, correct?

A Correct.

Q Which results in a total charge to that
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customer for the month of $2,160.52, correct?
A | don't have a cal cul ator --

Q Woul d you - -

A -- but 1'"I'l accept that somebody did this
cal cul ation correctly. It | ooks approximately
correct.

Q And for the large | oad customer with a

401 kil owatt demand, also ignoring energy costs,
taxes and franchi se charges, the monthly customer
charge is 91.33?

A Correct.

Q And the nmonthly metering charge is $20.12?

A Correct.

Q And the demand charge is equal to the $5.67
cents kilowatt charge times 401 kil owatts?

A That's correct.

Q Resulting in a total, subject to check, of
$2,385.12 for that month?

A Assum ng the math's correct, yes.

Q In this scenario, the large | oad,
nonresi dential customer would pay over $224 nore

t han the medium | oad customer for a demand of just
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two kilowatts |ess, correct?

A ' m assum ng that what you mean by this is
t hat the medium | oad customer at 399 is a custoner
whose | oad is consistently below 400 kil owatts, and
does not otherwi se qualify for the |large custonmer
class. And, |ikew se, that a customer whose | oad
is 401, that he also does not otherwi se qualify for
a different customer class.

Customer cl asses are set based on
maxi mum demands in a 12-nmonth period -- rolling
12-mont h period, and there's additional assunptions
t hat have to go along with that

But assumi ng that the -- these custoners
wer e properly categorized at the medium and | arge
| oad, it appears you've done the math correct as
far as the math goes.

Q So would you agree that determ ning where
the dividing line is drawn between customer cl asses
can have a significant impact upon individua
customers?

A ' m not sure that | can agree with that as

| sit here, no.
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Q | s the reason why you can't agree because

you do not have a definition of significant?

A The reason | can't agree is because | don't
have the total -- this does not give the total
pi cture of the impact on the customer's bill. For

example, it ignores the fact that the |arge | oad
customer, once a customer gets classified into that
category, it actually gets a different neter. | t
Is subject to different energy charges as well.
And wi t hout knowi ng the total bill

I mpact on the customer, | can't give a
characterization as | sit here as to whether |
consider it significant or not.

Q So a large | oad customer, as it is
determ ned to be so, not only pays a different

charge, but also gets a different meter?

A That's correct.
Q And is this other meter resulting in a
| arger -- also has a |larger meter charge than the

medi um | oad custonmer, correct?
A That's correct.

Q Do you have ConmEd Schedule E8(a)(1l)(C)?

2198



10

11

12

13

14

15

16

17

18

19

20

21

22

| can provide it.

A | do not have it ready, no.

(Wher eupon, AG Cross Exhibit No. 6 was marked
for identification, as of this date.)
BY MR. KAM NSKI :

Q Pl ease see what's been placed in front of
you, which is marked for identification as AG Cross
Exhibit No. 6. This is Schedule E8, parens, a
little A, parens, parens, one, parens, parens,
| arge C, parens, Page 1 of 3.

Do you know what percentage of bills of
| arge | oad, nonresidential customers are between
400 and 500 kil owatts?

A Based on this bill distribution, it would
be the sum of roughly 12.9 percent and
10.8 percent, if my math's correct, that's about
23.7 percent.

Q How did you determ ne the dividing |line
bet ween medi um and | arge | oad customers shoul d be
400 kil owatts versus, say, 425, 450, 3757

A It has been a -- the break point for

delivery class purposes since the beginning of open
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access in 1999. It was one of the break points
from day one.

Q How did you determ ne how many
nonresi dential, nonlighting customer classes to
propose in this case?

A It was based on a conprehensive anal ysis of
t he underlying costs that ComEd incurs to serve the
custonmer s between classes. And based on the -- an
appropri ate bal ancing of proper differentiation
bet ween customers and their costs, balanced with
adm nistrative sinmplicity, easier -- nore
under standability for customers, fewer cl asses
general being easier for customers to understand
t han nore, and it was a bal ance of all of the
rat e- maki ng aspects that go into that.

Q Was your determ nation of the dividing |ine
bet ween nonresidential, nonlighting custonmer

cl asses al so based on those consi derati ons?

A | thought that was what you just asked me
about . | thought you asked me about
nonresi dential, nonlighting classes. And all of

our customer classes and their delineations were
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based on that type of an anal ysis.
Q And was your decision to collapse all
residential customers into a single rate cl ass

based on that as well ?

A Yes, it was.

Q Can you refer to your rebuttal at Lines 425
to 429. It's Page 21.

A ' m sorry, what |ine number again?

Q Page 20. The line nunbers are 425 to 429.

A | have them

Q Now, you say that residential distribution

costs are not generally related to the use of
electricity, correct?

A That's correct.

Q By this statement, do you mean t hat
di stribution system costs are primarily related to
t he maxi mum demand pl aced on the system by a
custonmer and not by the total number of kil owatt
hours used by that customer during the year?

A That's correct.

Q Are you proposing to recover these

di stribution costs through a kil owatt-hour charge?
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A " m sorry, which are "these distribution

costs"?
Q The residential distribution costs.
A To the extent that there are distribution

costs that are customer-related and nmeter-rel ated,
whi ch are recovered through the monthly customer
charge and the monthly metering charge, the
remai nder of the distribution costs would be
recovered through the per Kkilowatt-hour charge

Q And that is because residential customers
are not equi pped with demand meters, correct?

A That is one of the reasons, yes.

Q So if you have two residential customers
who pl ace about the same maxi mrum demand on t he
di stribution system would you expect the cost of
serving these custonmers to be about the same?

MR. BERNSTEI N: May | have that read back?

Was that Iimted to residenti al

customer ?

MR. KAM NSKI: Yes.

THE W TNESS: It's very difficult to generalize

because two different customers may have the sane
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maxi mum demand, but they have to be situated within
the distribution systemin simlarly-designed areas
of the distribution system  And our rates do not
di stinguish between densities and other things and
the specifics of geographic regions.
|f you assune that they are, you know,

two single-famly honmes a block apart in the same
subdivision -- | would probably call that simlarly
situated -- | would say that, yes, it's based on
their demand.
BY MR. KAM NSKI :

Q I n your answer, you refer to rates, are you

referring to current rates, or your proposed rates,

or both?
A | was referring to costs, not to rates.
Q | s the distribution cost to serve a

residential customer higher if the customer's
maxi mum demand occurs at the same time that a
significant majority of the other customers are
al so reaching their maxi mum of demand?

A ' m having a hard time answering that

because higher is a relative question, and you just
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asked ne a question, which, in effect, all
customers are contributing at the same time to a
sim | ar degree.

| don't know that they woul d be higher
than the other simlarly-situated customers at that
point in time if they' re all exerting the same type
of load on the system at the sane tinme.

Q Okay. Relative to a customer whose maxi mum
demand occurs at a time other than what a
significant majority of other custoners are
reaching their maxi num demand, is the distribution
cost of a surveyed residential customer higher than
that customer if a customer's maxi mum demand occurs
at the same time that a significant majority of
ot her custonmers are also reaching their maxi num
demand?

A This is a very difficult question to answer
for a very specific residential customer whose | oad
is generally very small . Di stribution systens are
desi gned to handl e regional and subregi onal areas.
The only thing that ultimately has to handl e one

customer's |l oad versus its neighbor's load is the
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service connection running fromthe backyard to the
met er .

The cost that ComEd incurs is really on
a system wi de basis and it's difficult to make
specific answers or to generalize too specifically
about one customer. It depends on how different
they're costs are, what was the customer's system
desi gned for, regardless of their use. They're
desi gned based on expected use.

Q Now, when you refer to "customer's system "
what do you nmean?

A ' m sorry. | meant the distribution
system that it needed to serve the custonmer all
the way fromthe meter all the way back up to the
substation that may serve that general geographic
region.

Q Rel ative to the substation that you
di scussed, if a customer has their maxi mum demand
occur at the same time as a significant majority of
ot her customers are al so reaching their maxi mum
demand, woul dn't you agree that that totaled demand

is relevant to what capacity substation you need
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for that area?

A | agree it's relevant to that decision,
yes.

Q Woul d you al so agree that for a customer
t hat does not meet their maxi num demand at the same
time as other significant -- I'm sorry -- at the
same time as a significant majority of the other
custonmers being served by that substation would
have a | ess relevant effect on the capacity
necessary for that substation?

A | think it's fair to say that the
substation is designed to meet the maxi num | oad
that is expected to be carried by that substation
when the accumul ati on of custonmers served by that
substation will peak.

Customers served by that substation
may -- will |ikely peak at different times, whether
they be commercial, residential or not. It is the
diversified demand on the substation, the
coi ncident demand on that component that drives the
size of the substation. | maybe just agreed with

you, but 1, perhaps, said it in a different way.
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Q | just want to clarify one thing. Wen you
say "coincident demand," you're referring to the
maxi mum demand of -- on the substation?

A The maxi mum demand on the equi pment in that
substation, that's what drives the size of that
particul ar substation.

(Wher eupon, AG Cross Exhibit No. 7 was marked for
identification, as of this date.)
BY MR. KAM NSKI :

Q Pl ease see what | have provided to you
mar ked as AG Cross Exhibit No. 3.

This is a hypothetical that descri bes
two residential customers with identical maxi mum
demand of three kilowatts in the summer nmont hs.
There's Customer A and Customer B.

Customer A has the same usage | evel
every month of the year. Customer B has a peak
usage in the summer of three kilowatts, and his
consumption drops significantly in the other eight
nmont hs.

Customer A also, in this assumption,

uses three times nore electricity per year than
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Cust onmer B.

I n accordance with your testimny, would
it be correct that the cost of providing a
di stribution service to Custoner A and Custoner B
is roughly the same?

A Thi s hypothetical doesn't really give
enough informati on to make that broad of a
generalization. Again, there are so many specifics
with regard to particularly the electrica
geography within which these two custonmers reside,
that it's difficult to make that Kkind of
generalization on such a broad system wi de
st at ement.

Q Let's go with the condition that you put on
the other answer regarding two single-famly hones
in the same subdivision, with that added to the
assumpti on, would you agree -- would it be correct
that the cost to providing distribution service to
Custonmer A and Custoner B is roughly the same?

A The cost in ternms of dollars per kil owatt
is probably pretty simlar based on those very

limted circunmstances.
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Q Under the proposed rates, Customer A woul d
pay three times nore than Customer B in
di stri bution charges, correct?
A Based on this limted hypothetical because
Customer A has three times more kil owatt hours
And assum ng that they pay the sane rate per
kil owatt hour, they would pay three tinmes as much,
yes, that's correct.
(Wher eupon, AG Cross Exhi bit
No. 8 was marked for.
I dentification, as of this
date.)
BY MR. KAM NSKI :
Q You have before what has been marked as AG
Cross Exhibit No. 8. This is a hypothetical.
So there are 60 residential customers i
a nei ghborhood. 59 of the residential customers
have a demand of, in the summer, three kilowatts,
and in the nonsummer nmonths, 1.5 kil owatts.
There is one residential customer who
has a demand based on space heating with a sunmmer

demand of three kilowatts, and a wi nter demand of
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seven kil owatts.

Woul d you agree that the distribution
facility serving this neighborhood is designed to
safely serve the peak summerti me demand of the 60
residential customers, which would be approxi mately
180 kilowatts plus an adequate margin for safety?

A Not all of the components of the
di stribution system would be designed to meet that
demand, no

Q Woul d you agree that the substation would
be designed to meet that demand?

A That substation may be designed to neet an
entirely different demand at an entirely different
time of year dependi ng upon the m xture of other
customers that are on that substation. There's
usually a m xture of nonresidential, small
busi ness, medi um busi ness. You can have a m xture
of customers on a substation. It is very difficult
to sit here and generalize about system design.

Q Assume that there is a single substation
serving these 60 residential custoners.

A Okay. So I'mgoing to assunme a systemt hat
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doesn't exist, and that it only serves these 60
customers. If that were the case, that very
limted hypothetical, it would Iikely be designed
to handl e a maxi mnum summer demand for the 60
customers.

Q Now, with 60 -- a residential neighborhood
of 60 custoners, there would be other distribution
pieces to it that would also serve all the
custonmers, correct?

A Once you start getting off the substation,
iIt's unlikely that there is very many ot her
conponents that serve all of the custoners.

Q Well, would you agree that the substation
woul d be avail abl e throughout the year to those
custonmers?

A Any substation designed on our systemis
avail able at all times of the year, that's correct.

Q And under this hypothetical, would the
wi nter demand of seven kilowatts fromthe one
residential space heater custonmer have a
significant effect on the substation and its

necessary - -
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A And we're still assum ng the substation
that's designed to serve nobody but these 60
customers?

Q Correct.

A Based on these numbers, it's likely that
t he substation would be able to handle that w nter
| oad of that one customer, yes.

Q And the winter | oad of this one custonmer
woul d not by itself require a |arger substation
t hat would be required to serve all of the 60
customers in the summer nonths, correct?

A Again, in this extrenmely hypothetical 60
custonmer substation, that substation will -- and
based on the narrow conditions you have in this
hypot hetical, that substation will Iikely be
designed to handle the sumer peak, as long as
we're only tal king about the conponents that are
I nside the substation and not the conponents that
are outside the substation.

Conmponents outside the substation would

not necessarily be designed in the same manner.
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(Wher eupon, AG Cross Exhibit.
No. 9 was marked for.
| dentification, as of this.
Dat e.)
BY MR. KAM NSKI :

Q Referring to what has been marked as AG
Cross Exhibit No. 9, Schedule E7, parens, B,
parens, 3, parens, C, Part 1, Page 1 of 2.

Woul d you agree that this shows that the
average residential single-famly customer without
space heating has a peak demand of about three
kil owatts during the summer mont hs?

A It's the average per customer demand for
the single-fam |y nonspace heating subgroup. It's

a sinmple division of the total |oad divided by the

number of customers at that peak hour -- at that
hour.
Q You woul d agree that that demand for the

summer nonths is approximately three kil owatts,

correct?
A Well, it's lower in July by alnmost a third,
also in June by about a quarter. I mean, the
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numbers are what they are. It's 2.5 in June, 2.3
in July, 3.1 in August.

Q So based on that -- based on these, the
peak woul d be the 3.1, correct?

A Yes, because in August -- on August 21st,
2003, in hour 17, which would be hour ending
5:00 p.m, that was the summer peak in the summer
of 2003.

So that would be the highest | oad that
t hey had on average in the summer during the summer
of 2003.

Q Woul d you al so agree that the average per
customer demand for residential single-famly
customers wi thout space heating in the wi nter
tapers off to approximately 1.5 kilowatts?

A G ven that it ranges fromO0.7 to 1.7,
rounding to one and a half is not an unreasonabl e
aver age, based on these nunbers in this cal endar
year.

Q Al'l right. Referring to the same schedul e,
woul d you agree that the schedul e shows that the

per customer demand average for single-famly
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customers with space heating also has a peak summer
demand of approximately three kilowatts?

A Yes, on that same Octob- -- excuse me, on
t hat same August 21st it was 3.0.

Q And woul d you agree that the average
single-famly customer with space heating demand
peaks in the wi nter at about seven kilowatts?

A I n January of '03, yes, it was seven
kil owatts.

(Wher eupon, AG Cross Exhibit.
No. 10 was mar ked for.
| dentification, as of this.
Dat e.)
BY MR. KAM NSKI :

Q Coul d you please now refer to what has been
mar ked as AG Cross Exhibit 10. Referring to the
bottom table under 3, this is -- sorry.

First, this is Schedul e E7B3, parens, A,
parens, B, parens, Part 1, Page 1.

Referring to the third table on this
sheet, would you agree that the schedul e shows t hat

there are more than 2.1 mllion single-famly
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customers wi thout space heating?

A That's correct.

Q And woul d you also agree that there are
just a little over 36,000 single-famly customers
with electric space heating?

A That's correct.

Q Woul d you accept that one out of every 60
residential single-famly customers is a space

heati ng customer?

A It looks like it's about a ratio of 60
to 1, yes.
Q Now, referring to the standard schedul e,

woul d you agree that based on the monthly
consunpti on shown on the top of this page that the
average residential single-famly w thout space
heating customer consumes a little over 9,000

kil owatt hours per year?

A ' m sorry, which single-famly group is
t hat?

Q That would be a single-famly without space
heati ng.

A As you can see, the schedul e doesn't add
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them up, but..

Q Woul d you be willing to accept that subject
to check?

A It | ooks about right.

Q Referring to the same schedule, would you
al so agree that based on the nonthly consunmption
shown at the top of this page, that the average
residential single-famly with space heating
consumes over 24,000 kilowatt hours per year,
subject to check?

A It | ooks cl ose, yes.

Q And based on those nunbers, would you agree
t hat, over the course of a year, the average
single-famly heating customer uses approxi mately
2.7 times nore electricity than the average
single-famly nonheating custoner?

A It sounds |ike you' ve done the math
correctly.

MR. KAM NSKI:  Your Honor, | would |like to offer
into evidence AG Cross Exhibits 6, 7, 8, 9, and 10.

JUDGE DOLAN: You're not worried about 5? 5 was

your hypothetical one.
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MR. KAM NSKI: Oh, my apologies. 5 as well.
MR. BERNSTEIN. Still no objection.
JUDGE DOLAN: Okay. AG Cross Exhibit 5, AG
Cross Exhibit 6, AG Cross Exhibit 7, AG Cross
Exhi bit 8, AG Cross Exhibit 9, and AG Cross
Exhibit 10 will be admtted into the record.
(Wher eupon, AG Cross Exhibit Nos. 5 through 10 were
admtted into evidence.)
MR. KAM NSKI: Thank you. No further questions.
JUDGE DOLAN: Okay.
(Wher eupon, a discussion was.
Had off the record.)
MR. Gl ORDANO: Thank you, your Honors
CROSS- EXAM NATI ON
BY
MR. Gl ORDANO:
Q Hi, M. Crunrine. As you know, |'m Pat
G ordano and | represent the Managers Associ ation
of Chi cago.
l'd first like to compliment you on your
-- the organi zation of your testi mony. Il think it

was pretty well organized and it makes it easy to
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deal with, the various issues and address the
I ssues the parties are concerned about.

And you know some of the issues we're
concerned, so I'm going to ask you some questions
about those.

Let me refer you first to your direct
testi nony, Page 32, Lines 718 to 719, where you --

MR. BERNSTEIN. [I'msorry, | didn't catch that
reference, Page --

MR. Gl ORDANOC: Page 32, Lines 718 to 7109.

BY MR. Gl ORDANO:

Q -- where you testified that a delivery
conpany such as ConkEd does not have costs that vary
significantly according to the usage of the
custonmer, correct?

A That's correct.

Q Now, did ComEd present any cost of service
anal ysis segmented by the types of electric usage
of ComEd customers to support this statenment?

A | think the engineering analysis that goes
into and has gone into the embedded study in this

case and in its three prior cases, is that
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customers are served based on their demand and our
embedded cost studies are performed based on that
basi s.

Q But you didn't analyze -- your cost of
service analysis did not -- had no analysis of the
cost of service of the custonmers based on the end
usage of those customers, correct?

A It was not -- it is not necessary, no. W
did not do it.

Q And let me refer you to Page 38, Lines 804
to 807 of your direct.

Now, you were proposing there the
consolidation of four current nonresidential
delivery service customer classes; and those would
be one to three megawatts, three to six megawatts,
six to ten megawatts, and over ten megawatts into
one over one megawatt delivery service custoner

class, correct?

A That is one aspect of that combination,
yes.

Q Well, you're proposing that consolidati on,
correct, of those four classes -- custoner classes
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into one customer class; is that correct?

A Assum ng that you also include in that the
separation and segnentation of the high-voltage
custonmer that would have otherw se been in those
cl asses, but are now in the high-voltage cl ass.
Yes, we are proposing to combine the remaining
customers into a single class.

Q Okay. Now, as we've established, there's
currently an over ten-megawatt customer class --
delivery service customer class in effect, correct?

A Yes, there is.

Q And you proposing to consolidate this into
t he over one-megawatt class, correct?

A It's one of the four classes that would
make up the over one-megawatt class, yes.

Q And you're proposing then that the over
ten-megawatt customer be charged the sane delivery
service charges as over -- as all over one-megawatt
customers, correct?

A That is the inpact of combining them, yes.

Q Okay.

A Again, assumng with the clarification --
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and 1'll say it for the last time -- we're
acknowl edgi ng the separation of high-voltage
customers into a separate cl ass

Q | understand that. Now, let me refer you
to Page 38, Lines 100 -- Lines 810 to 812 of your
direct where you indicate, don't you, that there
are two reasons for ComkEd s proposal to reduce the

number of delivery service customer classes,

correct?
A Yes.
Q And isn't it true that the first reason

that you state is that the charges currently in
effect for the classes that you're proposing to
conbi ne are very simlar, correct?

A That was a general statement that | made
there, yes.

Q Well, you made this specific statenment,
didn't you, on Lines 811 to 812 that first the
charges currently in effect and approved by the
Comm ssion in Docket No. 01-0423 for the cl asses
t hat were combi ned, they're very simlar, correct?

A Yes, that's correct.
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Q Now, isn't it true that the current charge
for the over ten-nmegawatt customer class, the
distribution facilities charge, is $2.34 per
Kil owatt ?

A That's correct.

Q And isn't it also true that those
di stribution facility charges make up approxi mtely
98 percent of all charges under your delivery
service tariffs, correct?

A | don't know about 98 percent, but it's a
very high percentage.

Q | can give you the reference. It's in your
testi nony, the 98 percent?

A Then 1"l accept it.

Q Okay. Thank you. Now, whil e the current
charge for the over ten-megawatt customer class is
2.34 -- $2.34 per kilowatt, isn't it true that the
current charge for the one to three-megawatt
customer class is $4.45 per kilowatt, a three to
si x-megawatt customer class is $4.63 per kilowatt,
and the charge for the six to ten-megawatt

customer, is $4.47 per kilowatt, correct?
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A Those sound right, yes.

Q So it's true, is it not, that the current
charge for the over ten-megawatt class is not
simlar at all to the charges for the three
nonresi dential custoner classes that you're
proposing to consolidate with the over ten-megawatt
customer class?

A Well, M. Giordano, you've pointed out that
in ny direct testinony, which, by its nature, was
relatively high level in brief, this is an over
generalization that I'm sure we've clarified during
the rest of the discussion between the rebuttal and
surrebuttal .

Q But this was the primary rationale you
stated in your direct testimony for comments
proposed consolidation of your nonresidenti al
classes? It's the first rationale that you
mentioned, correct?

A It was the first rationale mentioned, it
was not what | considered to be the primary
rational e.

Q Okay. Well, let me refer you then to --
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|l et me just ask one more question along those
i nes. No, I'Il go on to another Iline.
On -- let me refer you to Page 44, Lines

951 to 952 of your direct testinony.

A Yes, sir. Can | have the line nunbers
again.
Q 951 -- I'mactually going to refer to --

Li ne 952 on Page 44 of your direct.

A | have it.

Q Okay. Now, you're testifying there that
ConmEd' s proposed delivery service increases. As a
result of those increases, nonresidential customer
classes will see approximately a 24 percent
increase in charges per kilowatt hour; is that
correct?

A That is the average of the average of al
nonresi dential classes on a per kilowatt-hour
basis, yes.

Q And these proposed increases are in
addition to any increases that will or -- you know,
that will occur when ComEd begi ns char gi ng

consunmers supplied charges based on ConmEd's auction
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procurement method, correct?

A They are separate and apart. These apply
only to the delivery portion of the bill.

Q Okay. So | want to refer you then later in
this same exhibit on -- and the testinony Lines 956
to 957, on the same page, where you testify that
ComEd believes that any rate mtigation should be
performed with respect to the total bill inpact
fromboth this proceeding as well as the
procurement case and you go on that this issue is
bei ng addressed in the procurement case and does
not also need to be addressed in this proceeding,
correct? That is your testimny?

A That is my testinony, yes.

Q Now, isn't it true that the mtigation
pl anned approved by the Comm ssion in the
procurement case was to |limt the rate increases
for any customer class to 25 -- 20 percent or
50 percent of the class average, whichever is
greater?

A That's an oversinplification, and it

doesn't describe the classes to which it applies.
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It also ignores the debate about which classes that

It should apply to in the procurement case.

It's a correct statement as to the total
bill impact that it was -- the |imt that was
proposed in the case, it was proposed by Staff and
ultimately approved by the Comm ssion, and it was
approved to apply to a subset of custoners.

Q But it applied to the -- it applies to the

nonresi denti al customer classes, correct?

A Only to a subset of those cl asses.

Q Well, you can explain who it applies to.
W Il you, please.

A It applies to the -- what's known as the

bl ended customers, which is a combination of the
residential customers, the nonresidential customers
in the watt-hour only, the small and the medi um
categories, as well as the various streetlighting
cl asses.

Those are the classes that receive the
three-year rolling -- or what we call the bl ended
product fromthe auction. Those customers receive

this mtigation mechanismwi thin their -- anongst
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themsel ves. The Comm ssion explicitly excluded
customers over 400 kilowatts fromthat type of
m tigation plan.

And it also specified that within the
residential and within the nonresidential classes
under 400 kil owatts, that special consideration
shoul d be given to the residential space heating
custonmers in that group, and the nonresidenti al
space heating custonmers under 400 kil owatts.

Q ALl right. Well, | appreciate that. Now,
will you please explain what it means when it says
"the mtigation is 20 percent or 150 percent of the
class average, whichever is greater"?

A What it means is for the group of customers
who take service under the bl ended product, we're
going to run an auction. W will know what the
results are after the auction is conmpleted. W
will take the auction price, and we will convert it
into rates and charges for the individual classes
t hrough the rate translation mechani sm somet hi ng
t hat was al so approved by the Comm ssion in the

procurenment case.
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We will combine the results of the
auction, which being run in Septenmber, will be
after the Comm ssion's decision in this case. So
we will know the delivery conponent and the
commodity component. We will | ook at the
percentage increase for all of those customers on
average taken together.

And if, for exanple, the customer --

t hat group of customers, all the residentials and
t he nonresidentials under 400, that's average rate
i ncrease for that group as a whole is 10 percent,
then the maxi mum increase that any subgroup can
face is 20 percent because it is greater than

150 percent of the class average. 150 percent of
the class average is 15 percent, in that exanple.

So it's the greater of the -- of
20 percent or 150 percent of whatever the aggregate
group of residential and nonresidential customers
in the blended segnent face after taking into
consi deration both of the delivery conponent and
t he conmmodity component.

Q  well --
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A It's a total bill inmpact.
Q | appreciate that, but I'd Iike another
hypot heti cal .

You testify that the average increase
for nonresidential customer classes just fromthe
delivery service increase would be 25 percent per
kil owatt hour.

So let's assume -- and |I'mnot saying it
will be, but let's assume the average increase for
nonresi dential customers from the two increases
will be 40 percent.

Can you explain to me now how the

mtigation plan will work in that particular case?
A No, | don't have enough i nformation.
You -- we have to understand what the total bill

I mpact is for all the residential and
nonresi dential customers under 400 kilowatts. And
the 25 percent that's referenced here is only
25 percent on the delivery conmponent. 25 percent
only applies to part of the bill

This rate increase will not increase

nonresi dential custonmer bills 25 percent in and of
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itself. It will only increase the delivery
component 25 percent, which is only a portion of
the bill.

And | can't do a hypothetical for
somet hing that conbines residential and
nonresi dential customers when | only have a
nonresi dential impact.

Q Well, let me ask it this way: The
mtigation plan does not nean that that class --
customer classes will be limted to a maxi mum of
25 -- 20 percent rate increases on all -- in all
ci rcunstances, correct?

A No. The Conm ssi on approved -- explicitly
approved a limtation of the greater of 20 percent
or 150 percent of the class average.

In that case, it was clear that if the
class average increase exceeded 13.67 percent,
that's the point where 20 percent and 150 percent
of the class average are equal, the average
i ncrease exceeded 13 and two-thirds percent, the
150 percent Iimtation would apply rather than the

20 percent limtation.
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Q And in that case, the rate increase for
t hat class would be higher than 20 percent,
correct?

A That's correct.

Q Okay. Now - -

A Wel |, excuse ne. |*ve got to be clear. I
just mentioned -- for certain subgroups within that
class that's the limtation. W're talking about
group of customers, some of whom will have rate
I ncreases below that 13 percent, some of whom wil
have it over 13 percent. And it's the ones who
actually hit the limt who have those revenues
reduced and are paid for by the other customers.

lt's a classic revenue allocation
proposal that is done traditionally in rate cases.

Q Done traditionally in rate cases? | mean,
you don't recall any rate case where the -- the
m tigation plan had such a high percentage, you
know, 25 -- 20 percent or 150 percent of the class
average, whichever is greater, do you?

A | wasn't talking with regard to magnitude

| was talking with regard to concept. The concept
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t hat keeps the Company whole, but Ilimts rate
I ncreases to particular subgroups. That's the
traditional rate-making technique and that's really
all | nmeant by that comment.

Q Al'l right. Well, let's go to your
rebuttal .

By the way, that reference it's right
here on cross of distribution facilities making up
approxi mately 98 percent of ComEd's delivery
charges for its nonresidential customers, that's on

your rebuttal Page 23 to 24, Lines 502 to 505. And

you' ve al ready answered that that's -- you accept
t hat.

So I'lIl go on to Page 25, Lines 527 to
529 where you testified that the illustrative

embedded cost of a service study indicates that the
distribution facility cost for the over
ten-megawatt and the one- to ten-nmegawatt class are
virtually identical, correct?

A That's correct. And the results were shown
in Exhibit 24.2.

Q But as you previously testified in ny
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Cross-exam nati on today,

hi gh-vol t age customers,

vol t age,

conpari son of

A

That's correct.

wer e not

i ncl uded i

t he costs, cor

it's true that the

t hose served at high

n that analysis of the

rect ?

t hat we have actually separated out the

hi gh-vol tage customers into a separate class so

that they can receive the appropriately | ower

char ge.

Q

And

isn't it

true that there's a much

| ar ger percentage of customers served at high

vol t age,

t hat are over

ten megawatts, t han are

bet ween one and ten megawatts?

A

don't

di stribution of

don't --
know.

Q

a higher

But

, as

sit here, know the

the high-voltage customers. |

the answer

amount

of electricity peak,

to your

you don't

question is | don't

That's why | made it clear

know t hat when custonmers use

nore likely to be served at

they're using | ess?

A

j ust

sai d,

don't

hi gh voltage than if

know t he statistics.

they're much
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Q But you know that that's true in general,
correct?

A You're --

Q That's somet hing you don't know? Okay.
You don't know?

A You asked ne a specific question about the
hi gh- vol t age cl ass, and that's what |'m saying, |
don't know.

Q Okay. But you would believe that that's
likely to be true, correct?

MR. BERNSTEI N: Obj ect. He's inviting the
wit ness to specul ate. He said he doesn't know.

JUDGE DOLAN: Sust ai ned.

MR. Gl ORDANO: All right. Fine.

BY MR. Gl ORDANO:

Q Now, |l et me refer you to Page 29 -- al
right. Let me refer you to Page 29, Lines 631 to
633 of your rebuttal where you testified that, One
al so must remenber that one of the goals of ConEd' s
approach is to sinplify the rate structure such
t hat adm nistration of rates can be efficient,

correct?
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A That's correct.

Q I n your opinion, has ComEd efficiently
adm nistered its rates to date?

A As best we possibly can, yes.

Q Let me then refer you to Page 32, Lines --
skip that. Page 33 of your rebuttal.

No, Page 32, sorry, Lines 693 to 696
where you state that, Brookover and Childress also
claim that these custonmers -- and you're referring
there to nonresidential space heating customers --
woul d, quote, have no other option than being
served under ComEd's standard rates, which would
effectively elimnate the substantial rate discount
they currently receive, correct?

MR. BERNSTEI N: " mgoing to object. You're
reading froma question.

MR. Gl ORDANO: That's correct, and | want to ask
hi m about the question.

THE W TNESS: You read what you read correctly.
BY MR. Gl ORDANO:

Q Now, you're citing BOMA Exhibit 1.0 there

Page 10, Lines 223 to 225. And I'd like to refer
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you to the question that M. Brookover and
M. Childress were asked in their direct testinony,
and that states, WII| nonresidential space heating
customers continue to have a ConEd rate option that
woul d provide these custoners | ower charges than
ConmEd' s standard rates if ConmkEd' s proposal is
approved in this case?
| can show you that?
A That woul d be hel pful .

(Tenderi ng document.)

A |'m sorry, | lost the question if there was
one, M. G ordano. ' m at Page - -
Q Well, the question is, wasn't the question

that M. Brookover and Childress were asked was
whet her or not ComEd nonresidential space heating
customers woul d have a ComEd option other than
bei ng served under ComEd's standard rates?

A That's what the question is, but the quote
that | refer to is actually the answer, which I
interpreted it differently.

Q Okay. And you go on on the next page of

your direct to state that, The customer's -- and
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this is a reason you're stating for opposing the
proposal , of M. Brookover and Childress to exenpt
nonresi denti al space heating customers from demand
charges on nonresidential space heating and their
delivery services tariffs.

And you state that you oppose that in
part because the customers that BOMA represents
conprise of potentially attractive market segnments
to retail electric suppliers that are seeking to
retain or expand their market share, and that the
BOMA people can go to -- have an option of going to
the retail electricity suppliers, correct?

A That's correct.

Q Now, isn't it true that these retai
electric suppliers have no ability to provide an
appropriately charge for delivery of the
electricity they provide?

A Well, they don't charge for delivery in the
first place, ComEd is the only party that charges
for delivery.

Q Right. So it's a nonopoly on the delivery.

This arrest is not an option for the delivery
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service, correct?

A Ot her than very narrow exceptions provided
for in the Act, as | understand it, in general,
that's a very true statenent.

Q Okay. So you also testify on Lines --
Page 35, Lines 739 to 740, that it is true that
ComeEd does not keep separate records for many
different uses of electricity, including electric
space heating, correct?

A You read that correctly.

Q Now, does that mean that ConEd has never
kept separate cost records for electric space
heati ng?

| know never is a long time. W can

limt it to your experience with the Company.

A Unfortunately, you haven't narrowed it down
t oo much.
In my knowl edge -- to the extent of ny
knowl edge -- and |'ve been doing rate cost service

anal ysis for over 20 years, which unfortunately is
only part of my career -- we do not have separate

costs analysis on the wires portion of the
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busi ness. Never done it in the -- since open

access, and it is only done for comodity purposes

when we were bundl ed and vertically -- and when
i nadvertently integrated utilities.
Q Well, did ConEd prevent -- present a

separate cost analysis for the cost of providing
bundl ed service to electric space -- nonresidenti al
el ectric space heating customers when it proposed
its Rider 257

A ' m having difficulty answering the
question. Ri der 25 was actually proposed a very
|l ong time ago, even predating nmy time.

In cost studies that |'ve been famliar
with, which date back to the '85 rate case, there
was never a separate analysis for electric space
heating on the wire side. There has not been one
to date. And the engineering analysts are in the
concl usion that we haven't. It's not necessary.
We never did one. W've only differentiated it on
the commodity side and we've only done it as part
of the inadvertently integrated utility. W' ve

never done it since we were a wires company.
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Q Okay. And despite that, that you didn't do
t hat anal ysis, there was no demand charge in Rider
25 for supply and delivery of electricity, correct?

A That's correct. We recovered our costs in
an energy-only charge for the Rider 25 in the
ei ght, nine summer mont hs.

Q And it's also true that ConmEd has proposed
Its consolidation of customer classes in this case
wi t hout doing a current cost study of the cost of
serving ComEd's existing customer classes that its
proposing to consolidate, correct?

A That's not entirely true. W -- as |'ve
shown in ny direct testinony, we did some analysis
on the residential side. And in ny rebuttal
testinony, we did do a subsequent breakdown
analysis of the -- on the over one- megawatt cl ass
subsequent to filing the original information in
this docket and the results are in nmy rebuttal.

Q But you did not do a full study, a ful
cost of service study, of the cost of serving
ConmEd' s existing customer classes; is that right?

A We did it for the classes that were an
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I ssue, and that was all we needed to do. And we
did -- the four classes we did it in, we analyzed
di fferent costs.

Q But you're consolidating classes other than
just the ones over one megawatt, aren't you?

A That's correct. We did not have to revise
t hose; nobody has chall enged combining the very
smal |l customer classes. We did not do that. W
relied on the enbedded study that we had fromthe
prior case to guide our cost information in that
regard.

Q So in your direct case, you didn't show a
cost study of the cost of serving ConmEd's existing
custonmer classes, correct?

A No, we didn't need to.

MR. GIORDANO: 1'd like to move to strike
everything after "no."

MR. BERNSTEI N: | object to that. He's entitled
to a few words of explanation. The question was
certainly not --

MR. Gl ORDANO: I think that was a yes or no

gquestion.
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JUDGE DOLAN: We'|l strike the rest after "no."
BY MR. Gl ORDANO:
Q l'd like to move on to your surrebutta
testi nony.
Well, before we do that, | think

probably everybody those knows the answer to this,

but I want to make it clear, you -- ConEd is
proposing to elimnate Rider 25 -- and maybe you'll
change your mnd -- but the bundled rate is for

el ectric space heating customers, correct?

A That's correct.

Q Okay. Now - -

A Excuse me, | should clarify, except for the
pur poses of being -- retaining the ability to nmeet
the Comm ssion's order in the procurement case to
mtigate costs for the Rider 25 customers under 400
kil owatts. That's part of the rate mtigation plan
that the Comm ssion approved for the bl ended
customers. We discussed that earlier. And we nade
it clear that we will retain information for those
customers as long as that mtigation plan stays in

force.
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But the nore general aspect is we are,
as a service option from ComeEd, elimnating --
proposing to elimnate Rider 25.

MR. Gl ORDANO: | think I'd have to nmove to
stri ke that as well. I mean, | was just asking a
sinpl e question whether they're proposing to
elimnate bundled rate Rider 25. | mean, it's a
yes or no.

JUDGE DOLAN: |'m going to overrule that. Just
let it in.

MR. Gl ORDANOC: Al right.

BY MR. Gl ORDANO:

Q Now, ConEd's bundled rate Rider 25 is
currently available to all ConmEd nonresidenti al
space heating custonmers, including new customers
who heat their facilities with electricity, unless
their customer class has been declared conpetitive
by ConEd; is that right?

A And they're taking service under a rate to
whi ch Rider 25 applies. That's the only other
adder | would apply. Typically Rate 6, 6L, Rate

24, with that additional limtation that's correct.
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Q And 6 and 6L are your primary
nonresi dential bundled rates, correct?

A Correct.

Q So has ConkEd informed its custonmers who are

constructing new facilities so they can consi der
this proposed elim nation of Rider 25 in

determ ning whether to install electric space
heati ng equi pnent ?

A As | sit here, | cannot tell you what
di scussi ons our design engi neers have had when
customers have approached them I know we have
conmmuni cated with our energy service reps that
Ri der 25 is proposed to be elim nated.

| cannot tell you, as | sit here, what
every conversation or, you know, the majority of
conversations with customers has entail ed.

Q Now, let me refer you to your surrebuttal
testinony. You testified there that BOVA'Ss
proposal is put plainly unfair to other
nonresi dential customers because they will have to
fund BOMA's proposal, correct?

A That one I will need a page reference.
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1 Q Okay. Page 38, Lines 861 to 86- -- 863.

2 A That's a correct reading of what | said.

3 Q But isn't it true that acceptance of BOMA' s
4 proposal would make the overall ConEd

5 residential -- rate increase for nonresidenti al

6 space heating custoners simlar to the percentage

7 rate increase for nonresidential, nonspace heating

8 customers?

9 A | don't know that.
10 Q You haven't analyzed it?
11 A We have not analyzed because, as you've

12 already pointed out, we have not done a separate

13 study that separated out the delivery costs for

14 space heating separate from nonspace heating, and
15 then conbined that with an additional analysis to
16 find out what supply costs m ght be on average.

17 1t's a very conmplex calculation that you don't do
18 just on the back of an envel ope, and it's not

19 sonmething that we've performed on a -- on an entire
20 Rider 25 customer base.

21 Q But you've read M. Brookover and

22 M. Childress' testimny where they testified that
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acceptance of BOMA's proposal would make the
overall ComEd rate increase for nonresidenti al
space heating customers simlar to the rate
i ncrease for nonresidential nonspace heating
customers? You've read that, correct?

A | have read it, yes.

Q And you didn't challenge that statenent,

did you?

A | believe at a point in my testimny, |
specifically said that | wasn't going to chall enge
the numbers. That's really immterial at this
poi nt .

Q Are you aware that BOMA is conmprised of a
| arge number of both space heating and nonspace
heati ng buil di ngs?

A That's ny understanding, yes.

Q And don't you think BOMA's better situated

than ComEd to determ ne what rate design is fair to

non- -- to space heating and nonspace heating
bui | di ngs?
A Not necessarily.

Q Let me refer you to Page 30, Lines 663 to
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666.

You testify -- this is still
surrebuttal -- in opposition to an across-the-board
increase in DST rates. And one of the problens you
mention is the split between -- this would result
in having to incorporate the split between
residential and nonresidential cost allocations
based upon the enmbedded cost study filed in Docket
No. 01-0423 for the 2000 test year, correct?

A That's the one thing that woul d perpetuate,
yes.

Q Now, couldn't that problem be avoided by
al l ocating an across-the-board percentage increase
to your nonresidential customer classes based on --
and then determning the split based on -- between
residential and nonresidential based on your
current cost study?

A Only if you wanted to ignore the whole rest
of the problem with the nonresidential rate design
that I'"mtrying to point out in this answer.

Q But it would address that particul ar

problem correct?
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A It would address only the residential,
nonresi dential split as a total split. That's all
It would address.

Q Now, | et me refer you to Page 7, Lines 134
to 137. In your surrebuttal, when you're
testifying about an alternative proposal for the
over ten-megawatt custonmer class -- you' ve made
that in your surrebuttal testinmony, correct?

A That's correct.

Q Now, you were proposing there to reduce the
133 percent increase that you've proposed for over
ten- megawatt customers only if the Comm ssion
accepts your 24-hour demand proposal -- that the
maxi mum ki |l owatt demands be cal cul ated on a 24-hour
basis; isn't that correct?

A That's correct. W' ve got a proposal that
i nks those two i ssues together.

Q So if that's not accepted, ComEd is not
proposi ng anything to address this 133 percent
proposed increase; is that correct?

A ConEd i s proposing that the rates be set at

cost, which is the result -- which is resulting in
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t hat increase.

Q Let me refer you to Page 38, Lines 8 -- no,
" m sorry. Line -- you state that ComEd's proposal
is cost based -- and this is -- again, this is
related to the nonresidential space heaters -- and
provides that right pricing goes to customers who

use the system efficiently.

A ' m sorry. Did you say Page 38?

Q ' m sorry. It's Page 40, Lines 894 and 7.
A That's correct.

Q Are you aware that nost customers cannot

practically and econom cally change their heating
systemto use anot her energy source other than
electricity?

A lt's my understanding that it would be
pretty prohibitively expensive to change to natural
gas today, yes.

Q So how do you propose that they respond to
the price signals of much higher charges if they
can't change their electricity -- | mean, change
their method of heating?

A | think customers have shown a trenmendous
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amount of creativity over the |ast few decades as
energy prices, electricity prices, and gas prices
have changed over ti me.
| am aware that many conmerci al

customers use very sophisticated techniques to
manage their demands using demand control. They
pay very close attention to how they use their
equi pment. The have sinmultaneity with which they

use their air-conditioning, their elevators, their

i ghting.

These are at least particularly in the
| arger buildings that I'mthinking of as | sit
here. It's true for industrial customers. These

are very smart people who know how to manage their
demand when they're given a price signal to do so

| did not suggest that the only way that
t hey could manage and respond to that price signal
Is by completely changing out their entire heating
system | don't think that that would be a
particularly prudent thing to do or a smart thing
to do. | wasn't suggest that. | think there are

t hings the customers can, should, and, perhaps,
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continue to do what they're doing already to manage
their demand and manage their building system

And the price signals that ComEd has
here woul d continue to encourage that.

MR. Gl ORDANO: | have nothing further.

JUDGE DOLAN: | would say that | thought if we
finished in a reasonable time, | would keep going,
but | think we're going to be here tonorrow anyway.

So | think we're just going to end here
and continue tomorrow at 9: 00 a. m
(Wher eupon, the above-entitl ed.
Matter was continued to March.

30t h, 2006, at 9:00 a.m)
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